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Bank Austria at a Glance

Inceme statement figures (in €m) f 2009 2030 Change |
Net interest income after (osses on loans and advances 1,969 1,575 +25.1%
Net fee and commission income 1,061 862 +23.1%
Net trading result 261 137 +90.8%
General administrative expenses 2,773 2,159 +28.4%
Net income before taxes 655 | 662 - 1.0%
Consolidated net income 483 j 592 -18.4%
L]
Balance sheet figures (in€m) L 2089 20E changs |
Total assets 159,597 165,019 - 33%
Loans and advances to customers after loan loss pravisions 75,325 79,512 - 53%
Primary funds 90,380 89,360 + 1.1%
Shareholders' equity 4,875 4,615 + 56%
. —
Key performance indicators [ 2004 2009 1992 ]
Earnings per share in € in accordance with 1AS 4.24 5.17 4.45
Return on equity after taxes (ROE) 10.2% 13.1% 11.9%
Return on assets (ROA) 0.31% 0.39 % 0.39 %
____Cost/income ratio ) ~ 68.8 % 67.9 % 72.8%
Credit risk / risk-weighted assets 0.98 % 0.83 % 0.52%
Total capital ratio 13.0% 103 % 87 %
Tier 1 capital ratio 7.8% 6.1 % 5.9 %
—
L]
T C 2007 2600 Chenge |
Bank Austria Creditanstalt Group 33,827 27,873 +21.4%
Austria 15,157 14,766 + 2.6%
CEE and RoW 18,670 13,107 +42.4%
of which: Poland 14,707 | 9,086 +61.8%
L7
Offices L 2009 2000 Cherge |
Bank Austria Creditanstalt Group 1,284 1,022 + 262
Austria 527 518 + 9
CEE and RoW 757 504 + 253
of which: Poland 649 391 + 258
L]




Highlights of the 2001 Financial Year

22 January

2 February

12 March

31 May

30 June

1 July

2 July

1 August

14 August

18 September

1 October

1 October

10 October

7 November

20 December

27 December

31 December

All capital market and investment banking units of Bank Austria and
Creditanstalt are integrated in line with the HVB Group’s supraregional
structure,

One-for-one exchange of Bank Austria shares for HypoVereinsbank
shares. The first supranational integration of large banks - pursuant to
the Bank of the Regions Agreement - takes effect with the entry into the
German Commercial Register.

Sale of Bank Austria Creditanstalt (Schweiz) to a local regianal bank.
Start of the merger project of Bank Austria and Creditanstalt, under
which the two brands will be combined and the economic and legal
merger of the two banks will take place by August 2002.

The Bank Austria Creditanstalt Group acquires 100% of SKWB Schoeller-
bank from HypoVereinsbank. The bank operates as a subsidiary focusing

on private banking activities.

Integration of banking subsidiaries of HVB and Bank Austria Credit-
anstalt in Croatia compieted.

Bank Austria receives banking licence for Yugoslavia.

Introduction of new regional management structure for corporate and
retail banking operations of Bank Austria and Creditanstalt; appoint-
ments to managerial positions,

Holocaust settiement takes legal effect.

Bank Austria and Creditanstalt combine banking operations specialising
in residential construction.

‘Reodrientation of CA IB Investmentbank: integration of sales and.trading

operations into Bank Austria; advisory activities continued by
“CA IB Corporate Finance Beratungs GmbH"”, a wholly-owned subsidiary
of Bank Austria.

Mergers of subsidiaries of Bank Austria Creditanstalt and HVB in Hungary,
the Czech Republic and Slovakia completed. The division of regional
responsibilities pursuant to the Bank of the Regions Agreement is largely
completed with the integration of international units outside CEE into
the HVB network in the fourth quarter.

Bank Austria Creditanstalt Group launches an initiative to expand retail
banking activities in Austrian regions outside Vienna.

National Bank of Poland approves the merger of BPH and PBK.

Bank Austria Creditanstalt Group opens representative office in Bosnia
and Herzegovina.

Creditanstalt transfers equity interests in three Austrian regional banks
to AV-Z,

New BPH PBK in Poland is entered in the Register of Companies.
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Major Companies of the Bank Austria Group

[ Auvstrta

Consolidated companies Asset Management GmbH
BA/CA-Leasing GmbH
BA Handelsbank AG
BA CA Wohnbaubank AG
Bank Austria Treuhand GmbH
CA IB Corporate Finance Beratungs GmbH
CA IB Investmentbank AG
CAPITAL INVEST die Kapitalanlagegeselischaft
der Bank Austria/Creditanstalt Gruppe GmbH
RINGTURM Kapitalanlagegesellschaft mbH
VISA-SERVICE Kreditkarten AG

DOMUS FACILITY MANAGEMENT GmbH
WAVE Solutions Information Technology GmbH

Companies valued at equity Adria Bank AG
Investkredit Bank AG

Oesterreichische Kontrolibank AG
Union Versicherungs-AG

Other companies BA Private Equity GmbH
Bank Austria Creditanstalt Immobilienagentur GmbH

Europay Austria Zahlungsverkehrssysteme GmbH
Immobilien Rating GmbH
Informations-Technologie Austria GmbH
NOTARTREUHANDBANK AG

Osterreichisches Verkehrsbiro AG

Vereinigte Pensionskasse AG

WIENER STADTISCHE Allgemeine Versicherung AG




I 100%

[ @2 ond Ineormetons) ] [ Crdiensak AG B
BA/CA- Asset Finance Ltd., Glasgow Asset Management GmbH
BA/CA d.d. Ljubljana, Ljubljana BA/CA-Leasing GmbH
Bank Austria Cayman islands Ltd. BANKPRIVAT AG
Bank Przemystowo-Handlowy PBK S.A., Krakéw BA CA Wohnbaubank AG
HVB Bank Croatia d.d., Zagreh CAP{TAL INVEST die Kapitalanlagegesellschaft
HVB Bank Czech Republic a.s., Prague der Bank Austria/Creditanstalt Gruppe GmbH
HVB Bank Hungary Rt., Budapest SKW8 Schoellerbank AG

HVB Bank Romania S.A., Bucharest

HV8 Bank Slavakia a.s., Bratislava
CA Betriebsobjekte AG

Banco B.1. Creditanstalt S.A., Buenas Aires Adria Bank AG
B.1.1. Creditanstalt International Bank Ltd., Bausparkasse Wiistenrot AG
Grand Cayman CA Versicherung AG

Investkredit Bank AG )
QOesterreichische Kontrollbank AG

BA/CA Capital Management Ltd., Hong Kong “AirPlus” Air Travel Card VertriebsgmbH
CAC-leasing a.s., Prague AWT Internationale Handels und Finanzierungs AG
HVB Bank Bulgaria EAD, Sofia Bank fiir Karnten und Steiermark AG

HV8 Bank Yugoslavia A.D., Belgrade Bank fiir Tirol und Vorarlberg AG

JSCB HVB Bank Ukraine, Kiev CA Bau-Finanzierungsberatung GmbH

“Diners Ciub CEE Holding AG”

FactorBank AG

informations-Technologie Austria GmbH
Lambacher HITIAG Leinen AG

M.A.LL. Finanzberatung GmbH

Oberbank AG

Gsterreichische Hotel- und Tourismusbank GmbH
UNIVERSALE International-Realitaten GmbH
Wienerberger AG

A list of significant equity interests of Bank Austria indluding details
of the interests held is given on pages 177 and 178, 7




Organisation Chart of the Bank Austria Creditanstalt Group

(March 2002)
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Supervisory Board and Managing Board

Supervisory Board

of Bank Austria Aktiengesellschaft

Chairman Albrecht Schmidt

Spokesman of the Board of Managing Directors, Bayerische Hypo- und Vereinshank AG
Deputy Chairman Rudolf Humer

Chairman of the Managing Board, P Beteiligungs Aktiengesellschaft
Members Erich Becker

Chairman of the Managing Board, VA Technologie AG

Lino Benassi
Chief Executive Officer, IntesaBei SpA

Adolf Franke
Member of the Managing Board, Westdeutsche Landesbank Girozentrale

Paul Hassler
Certified Public Accountart

Gerhard Mayr
Executive Vice-President Pharmeceutical Operations, Eli Lilly & Company

Dieter Rampl
Mamber of the Board of Managing Directors, Bayerische Hypo- und Vereinsbank AG

Eberhard Rauch
Member of the Board of Managing Directors, Bayerische Hypo- und Vereinsbank AG
{unti! 31 December 2001)

Appainted by the Employees' Council

Representatives ¢f the
Supervisory Authorities

Commissioner

Deputy Commissioner

State Cover Fund Controller
Deputy State Cover Fund Controller
Trustee pursuant to Mortgage Bond Act

Deputy Trustee pursuant to Mortgage Bond Act

Hedwig Fuhrmann .
Chzirman of the Employees’ Councit

Wolfgang Heinzl ,

First Deputy Chaisman of the Employees' Council

Adolf Lehner

Second Deputy Chairman of the Employees' Council

Kornelia Urban

Second Deputy Chairman of the Employees’ Council {until 16 January 2001) -
Heribert Kruschik

Member of the Employees’ Cauncit {untit 16 January 2001)

Woifgang Lang

Member of the Emptoyees’ Councit

Thomas Schlager
Third Deputy Chairman of the Emplayees’ Coundil

L.

Doris Radl
Bernhard Bauer
(until 31 March 2001)
Josef Kramhoiler

{since 1 November 2001
Alfred Katterl
Christian Wenth
Giinther Pullez

Alois Ramoser




Wanaging Beard

Chairman and Chief Executive Officer

L

Gerhard Randa

Deputy Chairman and Deputy Chief Executive Officer

Karl Samstag

Members

Wolifgang Haller
Erich Hampe!

Wilheim Hemetsberger
{since 17 February 2001}

Friedrich Kadrnoska

Wolfram Littich
(untit 16 rebruary 2001}

Michael Mendel
{untt 31 December 20C1)

Jochen-Michael Speek
(since 1 May 2001)

Kai Werhahn-Mees
{untit 31 March 2001)

Franz Zwickl
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Ladies and Centiemen,

Who is not familiar with the phenomenon? Sometimes daily routine and things that
require immediate attention obstruct one’s view of the wider perspective. Conversely,
from time to time, one becomes lost in visions and forgets about daily business. For
the Bank Austria Creditanstaft Group, | can say that neither happened to us in 2001.
We have made very good progress in implementing our vision. In the course of 2001,
the bank focused its strength and attentfon on its promising core market:

In Central and Eastern Europe, we combined the banking network of HVB with
our own subsidiaries within less than a year, thus broadening our base of business
significantly - by about one half.

In Austria we are bundiing our strengths. We are in the process of combining the best
of both banks into “Bank Austria Creditanstaft”. With this major step forward, we are
developing from a banking group into a bank - the bank for our customers’ Success.

2001 was the year in which we took our place in the HVB Group. From the
very start we have made an important contribution to profits. Above all, we are
performing the major strategic function that has been assigned to us, and we are
doing this as @ member of Europe’s third-largest banking group.

.. Based on.this stronger.position, and with pleasure and confidence, we set about
making ourcontribution to the big European vision: the progressive integration of the
entire European continent into a peaceful community, the creation of an economic
area unequalled in the world, a competitive market drawing its strength from the
diversity of its independent regions. s

We must not lose sight of this wider perspective in our daily activities. | can proudly
say that in the Bank Austria Creditanstalt Group, we have anticipated EU enlargement
for a long time.

The integration of the Central and Fastern European countries creates prosperity
for both sides. This is a classic win-win situation. For Austria it is of paramount
importance. Austria shares roughly one half of the length of its borders — more than
any other country — with candidate countries for EU accession. These borders no longer
separate us. Austria, with its large number of small and medium-sized businesses
lined up around industriaf clusters, benefits particularly from open economic relations,
from trade with CEE countries which have simifar ideas of their own future.

Over the past few years, the CEE countries have enthusiastically set up their legal
and regutatory framewaork, they have greatly intensified their trade links with countries
in the West, and they have made sacrifices to create modern competition-based
economies. in short, they have met all requirements for the economic upswing.

A date of accession, once fixed, will accelerate the convergence process and will help
other countries to follow.




The Bank Austria Creditanstalt Group serves jts customers — in Austria and in
Central and Eastern Europe. Within the HVB Group, its claim is to be the bank for
a networked Eurcpe, the bank that brings creative companies together.

In Austria, the mature market from which we started, we are also taking initiatives.
Since 1997 we have been integrating Bank Austria and Creditanstalt: beginning
with back-office structures which are nct immediatefy visible to customers, and
continuing the process with treasury operations and, most recently, with corporate
banking units. in this area we have even gained market share since the integration
process started. In the meantime, customeérs’ needs have changed in the retail
banking sector, too. Nowadays efficiency, speed and professionalism are as important
as personal service. We are thus making a logical step forward by combining the
strengths of both brands. in doing so, we remain what we are while getting closer
to cur customers, to their needs and in their regions, especially in Austrian regions
outside Vienna..

In both areas - CEE and Austria - | thank all those who are taking an active part
in these major changes and making an important contribution to the process.

2001 was a difficult year. The operating environment deteriorated. in these
difficult circumstances we generated net income before taxes which deviated only
slightly from the trend line in previous years. ~ But this is part of the ups and downs
in business.

The horrific events of 11 September were a shock to us. And they remind us of

- the fact that we cannot, we must not, take freedom for granted. Every single day,

we must work to lay the foundations of freedom-anew. In our immediate =" -

environment we have the opportunity to do so, whether as private individuals, as
a company or as a bank.

Let’s use the opportunities avaifable to us, let’s see the positive things that come
with the changes/

fcacly,

Gerhard Randa







The Bank for an Increasingly Integrated Europe

1} A European dimension through
consolidation success

2) focus on a promising market within
the framework of the HVB Group

3) Weli-prepared for the convergence of
credit and capital markets

{n 2001 the Bank Austria Creditanstalt Group implemented its target structure.
As g result, in the current year it already has in place the optimal structure for its core
market in Austria and CEE, making its entire range of products and services available
to local customers. The bank is thus in a position to make an important contribution
to the major idea of this decade: helping Europe to grow into a strong economic
area and - an important prerequisite — creating an efficient banking and financial
sector which embraces both East and West.

The developments of the past few years were focused on the above goal. In its
original core market, Austria, the bank achieved considerable success with regard to
consolidation: the country's two leading financial institutions were integrated,

_oroductivity increased substantially and, despite some difficult years, there was a sustained

improvemnent in profitability. The Bank Austria Creditanstalt Group thus proved ~ in the

interest of the Austrian economy — its ability to compete on the European market.

‘With Bank Austria’s membership in 2001, the HVB Group became the first truly

“cross-border group of maj;ﬁr banks with leading positions in their respective markets.

In a little less than a year, the Bank Austria Creditanstalt Group has largely imple-

: meﬁted the Bank of R‘egiovns Agréement with HypoVereinsbank, and now perfarms

‘th'e function assigned to it in this agreement: to develop the promising CEE market

for the HVB Group, and thus for its customers. in this regard, we are relying on the
strength of diversity, preserving the local roots of our subsidiary banks and pursuing
a highly. decentralised management strategy. We take a pragmatic approach with
regard to fulfilling our mission, with a.priority given to customer orientation. Through
the regigha\‘ focus within the HVB Grbup, we have a clear sense of direction, focusing
our strength and competence on meeting the needs of local customers.

As usual, the Bank Austria Creditanstalt Group tock a balanced approach to
implementing these numerous, far-reaching changes - without losing sight of day-
te-day business activities and without confusing customers or employees with major,
over-dimensioned, technical projects. That was one of the reasons why the bank was
able to present acceptable financial statements for 2001, a very difficult banking year
which uncovered potential credit risks, particularly within the corporate customer
business in Austria. Market trends are now eliminating cross-subsidies in this
segment as well, and providing each customer with the exact terms and conditions
which correspond to their level of creditworthiness. As has long been the case on
the capital market, risk premiums will become more transparent in the near future.
We view it as our task to prepare customers for the inescapable convergence of
credit and capital markets by providing suitable products and services.

The Bank for an Increasingly integrated Europe 19




Austria: from a banking group to a single bank
In 2001 the Bank Austria Creditanstalt Group undertook a decisive step on the
way from a banking group to a single bank. The logic of integration extended from
an initial "next to each other” phase, over the “with each other” phase to the
creation of a new idantity. The bank has successfully managed this integration
process twice — in 1991 (Z/Landerbank to Bank Austria), and after 1997 (Bank Austria

and Creditanstalt). In both cases, the bank succeeded in expanding its market  Greater efficiency through
consolidation - the strategy for the

position beyond the mere addition of respective market shares, and thus was able
overbanked Austrian market

to achieve considerable synergies. This is reflected in the following figures: today
operating revenues are more than three times higher than the banks' pro-forma
figure for 1991, and despite the expansion in the banking sector, the total number
of employees is some 13% lower. The Group thus achieved a considerable

. imfpfc;\)eﬁv\éfn'tfiﬁ productivity, and this success at consolidation within the overbanked
Austrian banking sector also made a positive contribution to the Austria economy
(cf. chart “Achievements through consolidation”). It is significant that this success
in consolidation was not achieved through linear cost-cutting, but by carefully P
creating.-a more efficient common structure. We were, and are, fortunate in that
we could and can combine the strengths of both banks. '

In 2001 - some five years after we created the leading banking group in Austria
— we took the final steps towards becoming a single bank. in 1998 and 1999,

Bank Austria and Creditanstalt integrated their accounting and controlling  The logical order of integration: from
management tools via information
technology and settlement functions to
customer business

functions,ﬂa'nd cvreq:(evgy%?ﬂngm_bervpf common Group functions that operated behind

© the two-brand strategy, such as Treasury, Multinational Corporates and Products,
as well as such tasks as management of capital resources and risk management,
and settlement and transaction bank functions. Business in CEE countries as well
as international business operations were integrated, and the CEE subsidiaries of
Bank Austria and Creditanstalt were merged. 200C saw the standardisation of (T
systems under the “heureka!” project, even though in some areas of the bank
these systems are run on separate clones for technical reasons.

At the beginning of 2001, the Bank Austria Creditanstalt Group placed all domestic

corporate customer activities under common management and integrated all  Changed customer preferences
accelerate the transition to rapid

the functions "behind customer services”. In May 2001, the Managing Board of
decision-taking structures

Bank Austria finally decided on the “Bank zum Erfolg (BzE)" project, which calls for
the complete merger of both banks into a single economic and legal entity
by August 2002. This was done with an eyé to synergies in order to boost our
productivity, standardise procedures and shorten decision-taking processes.

20 1 The Bank for an Increasingly integrated Europe




"Bank Austria Creditanstalt -
die Bank zum Erfolg”.

* The new brand-name pblicy signalises
continuity as well as the best of both
banks

== Qperating profit/employee
(productivity}

== Qperating intome

== Employees in the Group

== Employees at the banks

The above measures are all designed to improve our efficiency in the customer
business. Of equal importance, on the cther hand, was the need to meet the changed
requirements of our customers. From the very beginning, our business customers
differentiated little between Bank Austria and Creditanstalt, being more concerned
with the ability to compete at a technical level. Our market studies show that during
the past few years, even private customers and professionals are increasingly placing
efficiency and competence above emotional ties to brand names, as long as there is
continuity of customer services. This change in mentality (more rational behaviour
and declining customer loyalty) was certainly assisted by greater market transparency -
in no small part due to the possibilities offered by the Internet.-

Both internal reasons (productivity gains through synergies of income and cost)
and market trends make it an absolute economic necessity to further develop the
brand-name policy. Thus beginning in August 2002, two separate brand names will
become one: “Bank Austria Creditanstalt”. This name reflects the continuity of 6ur
customer relationships, and signifies the best of both banks: a uniform range of
products and services, a uniform banking network, combined competence and the

" ability to act more quickly on account of shorter decision-taking processes. In the

future, the Bank Austria Creditanstalt Group will operate in Austriz as a single new

entity with a clear structure and the leading position on the market,

Achievements:thiough consolidation
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CEE: banking structure for the convergence process

Since the end of 2001, the Bank Austria Creditanstalt Group has been operating
at a level of strength in the CEE region which would have been unthinkable when it
began operations in the region just over ten years ago. As part of the HVB Group,
the bank has focused its international business activities so that they have gone
from being a complementary foreign network to a core competence or second
home market for the Bank Austria Creditanstalt Group.

As required by the Bank of the Regions Agreement, the bank transferred its sub-
sidiaries and branches outside Austriz and CEE to HVB, thereby integrating themin
HVB's efficient global office network. At special Austrian/CEE Desks established at
global trading and financial centres, our customers can now contact their account
officer under the banner of HVB units. In return, HVB transferred its subsidiaries in
Central and Eastern Europe to Bank Austria, thereby significantly strengthening the
market presence of the Bank Austria Creditanstalt Group. This division of labour
has resulted in a higher level of efficiancy which has benefited both customers and
the bank.

On this core market, the Bank Austria Creditanstalt Group has thus largely con-
cluded its long-term network building programme: it is active in thirteen countries
and, with market shares of between 5% and 10%, is the leading international
bank in CEE. Altogether, total assets amount to some € 21.3 bn. We employ
18,500 persons (more than in Austria) at some 750 business units, and manage
accounts for 2.6 m retail customers and 80,000 companies. We operate with an

""bf'g‘é‘f;'i&iéilfuétUre. This means that followir'\éthe mergers, we can devote'oUr energy
to the key issue: taking édvantage of potential in CEE, the last growth market in
Europe. In this regard we can rely on a number of competitive advantages:

First, our claim: we are creating the financial infrastructure for an increasingly
integrated Europe. A group of banks working closely together with the business
community, in both the EU and in the accession candidates. This vision was a driving
force at the time of the integration between Bank Austria and HVB. Across a border
of almost 3,000 km which had been there for decades, egual partners have built,
within a few years, a vibrant economy characterised by intra-industrial division
of labour on the threshold of a wider economic area. This gives grounds for further
optimism. Starting in the industrial centres, in some of which per capita GDP
has matched the average EU level, prosperity will spread slowly but surely
throughout the region. Growth and an increasing level of financial intermediation
are determining the environment for the banking sector: from 2000 to 2005, we
expect to see an 80% expansion in on-balance skeet business, and continued

22 I The Bank for an Increasingly Integrated Europe

Following mergers with HVB subsidiaries
- the leading bank in Central and Eastern
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strong demand for capital market products, even after the wave of privatisations
has passed. In the HVB Group, we have the required means and, with capital
resources of € 42 bn, also the ability to bear risks allowing us to expand our com-
mitment in this region on a sustained basis, even through any potentizl economic
dry spells.

Second, our own starting point: Bank Austria Creditanstalt and HVB are among
the pioneers in CEE. Starting some twelve years ago, Bank Austria and Creditanstalt
examined local business opportunities country-by-country, and HVB accompanied

Early commitment, business relation- its major German industrial customers to this region from the very beginning.
ships with local customers have been In this manner the Group gathered its own experiences — also during the transfor-
carefully nurtured over many years . L ) o ) .

. mation crisis in the mid-nineties - and today enjoys a competitive advantage,
particularly in the corporate customer business, over companies which have only
recently entered the market in the course of privatisation auctions. We are not a
“foreign bridgehead of a head office somewhere"”, but rather are linking together
local banking subsidiaries which have deep roots in the markets they serve and
are major, innovative players in their markets. Thus we are also able to establish a

multilaterzl financial network between these companies. -

CEE: catching-up process initially in major industrial centres
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Third, our Bank of the Regions business maodel: this represents the intelligent
combination of local roots and the supra-regional advantages offered by a major
bank: as financial hub for internationat exchanges among domestic customers on
all our markets, as a portal to the global financial market with the placement power
of a major player on the capital market ~ with the strength required for a sustained
commitment.

A sirong position for sectoral trends

With its combined strengths on the Austrian market along with the strategy of
expansion in CEE countries, the Bank Austria Creditanstalt Group is very well posi-
tioned in these growth regions. The Group is thereby taking advantage of perhaps
the most important trend. The Bank Austria Creditanstait Group is leading in the
race to exploit the potential of CEE markets. - -

- ~~The second-trend;-the-pressure-for national-and. supra-regional consolidation. in

the banking sector, has not paused. At the moment, there is a stalemate and an
evaluation of the respective tactical starting positions. EU policies which strass the
equality of opportunity between public-law entities and private institutions could
provide an important impetus. Bank Austria acted in a timely manner with its
membership in the HVB Group, the third-largest bank in Europe, and is now free
to focus exclusively on its business operations.

A further, third trend remains intact despite the last two years on the stock
exchanges: the advancement of securities as a form of investmenrt‘, and pe‘nsion
planning via wealth creation in the capital market. Retail chsto;ﬁéfs are,”ih’c'ef’téi’n
cases, optimising their portfolio structure better than some professionals. The
Bank Austria Creditanstalt Group offers high value-added products that can meet
the widest variety of savings needs - from cash management to securities savings
plans and structured products to discretionary asset management services (Capita!
Invest, AMG, BANKPRIVAT and Schoellerbank).

A fourth trend that has been long in the making is now visible for the first time:
the convergence between the credit and capital markets. This affects companies
and banks to the same degree. Investment banking and commercial banking
business used to be considered opposite extremes in the banking sector. With the
grewing transparency of credit and risk, and with the increasing negotiability of
credits and also improved methods and measurement abilities, it has become clear
during the past several years that both are subject to similar considerations, but
take place on markets with varying levels of liguidity.
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In anticipation of the New Basel Capital
Accord an the way to risk-adjusted
credit terms and conditions based on
transparent ratings

Cross-subsidies between the various groups of borrowers are now being
uncovered, and this is necessarily leading to terms and conditions which more
adequately reflect risk in each individual case. To act differently would be irrational
and also unjust. In this environment banks, and the Bank Austria Creditanstalt
Group in particular in view of its significant market share in Austria, have to
structure their credit activities so as to place as little a burden on equity capital as
possible — whether by more selective lending, or syndication and active portfolio
management through recourse to the “global credit market”. These are not inventions
by the Basel Group of Ten - the pending changes in the capital adequacy frame-
work (New Basel Capital Accord) is rather an overdue reaction to a long-hidden
market imperfection.

The Bank Austria Creditanstalt Group has made considerable progress in this
direction on behalf of customers and in its own interests. We offer medium-sized
customers corporate finance solutions that were previously only available to large
corporations. As market leader in both Austria and in CEE countries, where these
products have been part of the repertoire of finance departments fram the very
start, we are pursuing the “integrated approach” which is used throughout the
entire HVB Group.

The fifth trend, the advances made by e-banking and supra-regional IT plat-
forms, seems to have slowed somewhat following the end to the Internet euphoaria.
In fact, develcpment has shifted away frem technical aspects and towards
applications at the business segment level.. In any case, e-banking is being
increasingly used by our retail and corporate customers. Fofbot‘h customers and
the bank, electronic sales channels are most attractive in those areas where
ongoing transactions have to be executed as quickly as possible. In each segment,
the bank strives to offer a mix comprising both standardised and advisory-intensive
products and services. information technology objectives - which have not changed
- are still being pursued, but not in the form of major investment projects. Today,
due in part to its susceptibility to risk, the bank takes a more pragmatic and
evoluticnary approach.
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Environment and Market Situation in 2001

2001 was - not only for the banking sector - a year of dashed hopes. At the
beginning of the year, it appeared that the worst of the stock market correction
was over. But the bear market — a crash in instalments — continued into the second .
consecutive year, something that had only happened twice before: in 1927, and Real GDP
following the petroleum crisis in 1973. The counter-reaction to the excessive over- 2 gainst previous quarter ot annual rate
valuations of the New Economy bubble also had a real impact in 2001: over-invest- us[]
ments were corrected, which generally tock the form of ¢rashes in the TMT sectors. Euro zone ||
Profits at ather companies also ccllapsed, accelerated by the mutual downward

adjustment of investment plans.

Although the U.S. central bank started the year with an unexpected cut in inter-
est rates, which raised an alarm, during the first half of the year it was believed that
a global recession could-be avoided. However, in the further course of the year,
" -+ recessionary tendencies spilled over onto the entire global economy. Unlike the
"7 pattern followed in past cycles, the poles of the global ecoromy were unable to o

... . balance each other, and the world economy found itself sliding uniformly inte L . Share indices
T o Q1/39 =100 .

. recession. The downturn was transmitted not only via.foreign trade, but also via

. linked financial markets. The current high level of corporate integration across the .-~ ; o US. (5&P500) =

fcontinents also accelerated these developments. EuroStoxx ==

© In this fragile situation, which was to a certain degree only recognised later, the ”
terrorist attacks of 11 September horrified the world. The barbaric attacks also
dashed hopes of 2 universally-accepted liberal world order.

The new uncestainties alsg accelerated the economic downtrend throughout the r oS

© o s

world. Central banks acted to counter this trend in 2001 with a prewous.y unpar-
alleled wave cf global interest rate cuts. The Federal Reserve lowered key interest
rates in eleven steps by 4.75 percentage points to 1.75% p.a., the lowest level

since 1961. The U.S. government launched expansive spending programmes. EC E<°"°m‘<Se"t";‘:”‘é“d;?a“;;‘:
stanaaragise

Economic climate

U.S.: NAPM (left-hand scale) ===

Nevertheless, the 10-yz2ar period of growth enjoyed by the U.S. came to an abrupt
““end. The turbulence experienced by the IT industry was felt, in addition to the Asian
threshold countries, by Japan, which had been caught in a stubborn structural
crisis for a number of years. Japan’s economy had just succeeded in stabilising, but
then contracted again. The euro area on the other hand, just barely avoided
recession in 2001 {pursuant to the technical definition of two consecutive quarters
of neqative rates of change in GDP). On account of temporarily rising rates of Key i"‘e'es:,:a;?_
inflation, the ECB held back until May and then fowered the refinancing rate, in

U.S. (Fed funds target rate) ==

four steps, by only 1.5 percentage points t0 3.25%.
ECB {refinancing rate} ==
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On the edge of recession The core markets of the Bank Austria Creditanstalt Group were of course unable
in 2001 to isolate themselves from trends in the global economy. In Austria, real GDP
8% growth amounted to 1.1%, significantly below the long-term average. While the
6% Austrian economy again benefited from the growth impetus proviced by foreign
4% trade, the growth was mainly related to imports. On account of the uncertainty in
the externa! environment, companies postponed planned investments in plant and

0% 4 equipment (growth of only 1.5% in real terms). Investments in construction had

29 . declined already as a result of budget consolidation measures (balanced budget).

1999 2000 2001 The resulting negative climate on the labour market, restrictive budget policies and

the higher rate of inflation (2.7% annual average) had & negative impact on the
Lengthy correction on disposable real incomes of private households. Nonetheless, private consumption grew

stock exchanges at a relatively strong 1.4%, at the expense of the savings ratio (4.9% after 6.6%).

A . The CEE countries proved robust thanks to strong domestic demand anc the
% 7 impetus crezted by the reconstruction of South-East Europe (combined rates of
o \;\f\\ - growth: 2.7%). Beginning in the third quarter, this region-was also hit by the . .
T MM\ \\\ s economic downturn, since some 70% of its exports are sent to the EU: The domestic =~
\v’ﬂ\ economy vigorously counteracted these negative external influences. Poland was'

—==—=— ' anexception in this regard: following & phase of strong growth between 1993 and
1999 2000- 2001

2000, it experienced a slump in investment activity and has suffered under a

corrective, restrictive monetary policy.

In November the EU Commission published its annual progress report on the
enlargement of the Union. The report called attention to the significant progress
made-by:all Cotintrigs towards meéting the accession’criteria. The report clearly . .- -

reflected the Commission’s determination to press ahead quickly; with the enlarge-
ment process, which would allow, at least in theory, the schedule of the EU Summit
in Gothenburg to be met, with the initial round of enlargement taking place in 2004.
Jo date, individual candidate countries (with the exception of Bulgaria and Romania)

-

1999 2000 2001 . -
have provisionally closed between 20 and 26 chapters (of a total 31). The remaining

chapters — agriculture, regional policies as well as finances and budget — are, of course,
Monetary countermeasures N . ' ] ,
the most sensitive. Despite the resistance shown by both parties - member countries

7
5_1 and accession candidates - towards the Commission’s financing plan covering the

5| period to 2006, this should not endanger the enlargement project.

4—‘//——\_\\ In this environment, the bank experienced 2 decline in business volume and in
37 : the number of transactions, as well as changes in investor behaviour. The credit
1 I 1

9 market in Austria was affected by a large number of insolvencies and unexpected

defaults in the corporate customer segment. Acquisition projects, particularly in
1999 2000 2001
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CEE markets, had a stabilising effect on demand for credit and capital market

products, as did ongoing restructuring efforts by industry. Interest-rate cuts, on the

other hand, acted to narrow the room to set terms and conditions in the deposit-  Economic impact on banking business,
taking business. The disappointment experienced by investors in shares did, how-  Structural trends intact

ever, benefit traditional savings forms as well as structured products and mixed

funds.

On the financial markets, liquidity shifted to bonds on account of the sustained
losses on the stock exchanges. Yields followed the lead of the U.S., and fell in
November to a low of 4.2% (ten-year government bonds). Demand for corporate
bonds, in particular for the lower investment grades which offered an attractive

combination of coupon and rating, increased throughout the world. The rapid A sustained increase in value - the
expansion in securities turnover, particularly in the customer segment, paused in  tOP criterion of investment

2001. One ray of hope in the year on the financial market was that the Argentine

crisis towards the end of the year did not spread to other emerging markets, a sign

that investors in this category make clear distinctions. The currencies in, CEE countries

actuaily came under pressure to appreciate. RO

Interest rate developments

5.0 4

EUR interest rates

I
‘1 R 40+ USS interest rate developments
{ ~— 10-year U.S. Treasury bonds
354
1 == 3-month money (Euromarket)
304
e 7
{ 259 EUR interest rate developments -
' 2.0 ~— 10-year benchmark yield
= 3-manth mone
1.5 T T . Y
1999 2000 2001
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Transfers of regional operations

HVB = Bank Austria

» SKWB Schoellerbank AG, Vienna

* HypoVereinshank (CZ) a.s., Prague

« HypoVereinsbank Hungaria Rt., Budapest

« HypoVereinsbank Slovakia a.s., Bratislava

* Bank Przemystowo-Handlowy PBK S.A., Krakéw
* HypaVereinsbank Bank Hipoteczny S.A., Warsaw

Bank Austria > HVB

« CB Bank Austria Creditanstalt (Russia) ZAD,
Moscow

+ BAJCA Asia Ltd., Central Hong Kong

* Bank Austria Creditanstalt American LLC,
New York

« Bank Austria Creditanstalt Deutschland AG,

“Munich R

* BA/CA Capital Management Ltd,,

~ . Central Hong Kong

* Foreign branches in London, Munich, Milan,
Hong Kong, Singapore

Management Report of the Group for 2001

2001 opening balance sheet reflects new Group structure

The concentration of international business activities of the Bank Austria Credit-
anstalt Group on the promising CEE market was the main structural change to take
place in 2001. With a view to focusing on core competencies, regional overlaps
were eliminated and the agreed-upon division of responsibilities within the HVB
Group was implemented within a year. As was agreed in the Bank of the Regions
Agreement, in 2001 HypoVereinsbank transferred its subsidiary banks in the CEE
countries to Bank Austria. The foreign subsidiaries and the foreign branches of the
Bank Austria Creditanstalt Group outside CEE were likewise integrated into HVB's
loca! units (with the exception of BA Greenwich/U.S.). This involved the movement
of substantial busiress volume: assets totalling just under € 22 bn were transferred
from Bank Austria to HVB, and just over € 10 bn from HVB to Bank Austria (com-
pare the sidenote on the left and the tables on page 154 of this report).

As per the agreement, these transfers were arm's length:transactions, which
means that subsidiaries and foreign branches were individually appraised at market
prices in the course of 2001 and then "Sold” within the Group. To miinimise the

. impact of this one-time structural changé on the 2001 income statement, and to
present the business results for the year with the least possible distortion, the effects
of these transiers were presented as at 1 January 2001. Since this largely involved
consolidated subsidiaries, the changes affect all balance sheet items.

A further change in the opening balance sheet resulted from the application of
JAS 39, a new standard for the valuation of financial instruments. Its use became

.. - --=mandatory-beginning't January 2001 (compare page 150 and subsequent pages)..

The impact of both special factors on key balance sheet items - the changes
between the balance sheet as at 31 December 2000 and the IAS-based opening
balance sheet as at 1 January 20071 - is summarised in the chart on the next page.

The transfers of foreign branches (with the exception of BA Greenwich/U.S.) had the
most significant impact on the balance sheet. Both among the units which were trans-
ferred and within the net amount of disposals and additions, the foreign branches had
a strong impact due to their weight: the balance sheets of the new CEE subsidiaries
reflect the typical structure of universal banks. On the other hand, the disposal of the
foreign branches - on account of their specialisation and complementary function to
domestic business - involved the loss of high-volume interbank business as well as
comprehensive financial market business, which is now continued by HVB. Thus inter-
bank activities on the liabilities side, and the balance sheet items Trading assets and
Investrments as well as Liabilities evidenced by securities reflect the strongest changes.
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On account of the transfers of regional operations, total assets fell by € 11.3 bn
from 31 December 2000 to 1 January 2001. On the assets side of the balance sheet,
this resulted mainly from the decline in trading assets (- € 7.5 bn) and in investments
(- € 3.5 bn). While loans and advances to customers (- € 2.4 bn) expanded strongly
on account of the new CEE subsidiaries (+ € 5.2 bn), this was more than offset by the
transfer of loans and advances 1o customers from Bank Austria’s foreign branches and
subsidiaries (- € 7.6 bn). On the liabilities side, the decline in the balance sheet total
resufted largely from amounts owed to banks (- € 8.7 bn) and the transfer of liabilities
evidenced by certificates {~ € 3.1 bn). Since the new CEE subsidiaries bring with them
a well-developed deposit-taking business (customer deposits: + € 5.3 bn), this type

~ When interpreting the structural changes, it should be taken into consideration

that the Bank Austria Creditanstalt Group has transferred rﬁatu—re,'ra'theriechnica!ly
dominatecd foreign operations to HVB in order fo_r these operations to continue in

Special effects from transfers of regional opérations and
from 1AS 39 ‘
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7

_
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Loans and advances to, and placements with,
banks
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Loan loss'provisions™
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its customers’ best interests within the units of the HVB Group, which now have
a stronger market position. Thanks to the subsidiaries received in exchange, the
Bank Austria Creditanstalt Group can more actively pursue the banking business in
the CEE region, taking advantage of a significantly expanded base of business.

The application of IAS 39 increased total assets by € 1.4 bn. Mainly affected on the
assets side were trading assets (+ € 2.6 bn) and investments {- € 2.2 bn), although a
change in the definitions of these two categaries also played a role (related details are
given in the Notes to the Consol'dated Financial Statements on page 156).

2001 income statement

In 2001, despite the adverse economic environment, Bank Austria was able to
present results which matched the level of the previous year. Net income before
taxes amounted to € 655 m, and was tbus oniy € 7 m or 1.0% lower than the
results for the previous year. Even takifr'fg into consideration numerous one-off
effects, i.e., in an overall economic senélfg"', Bank Austria did well in a difficult year
for banks, deviating only slightly fron:g‘fpast trends. After taxes and excluding
minority interests, consolidatedbnet inci_o.'me totalled € 483 m, some € 109 m or
18.4% less than in the previous year. This decline is dq.e:o'rﬁ the one hand to the
greater tax charge in connection with the CEE subsidiaries taken over by BankAAustria.
On the other hand, minority interests in net income increased more than threefold
on account of the inclusion of publicly-listed banks in the group of consclidated

companies. If one were to adapt the 2000 income statement on a pro-forma basis

|3 - wotothe current group of consolidated coﬁwpanies {“target structure”), there would

be an 18.1% decline in net income before taxes. Net income excluding minority
interests, viewed within the framework of the target structure, was only slightly
lower, by € 17 m or 3.3%, than the previous year's figure.

Given the general results in the European banking sector, the earnings situation thus
remains relatively satisfactory. The structure of the income statement has improved:
current business components presented in operating profit contributed more than
four-fifths (84%) to net income before taxes, significantly more than in the previous
year (54%). On both the income side and the expenses side, individual items show
high rates of growth compared with the results for the previous year, on account of
the increase in-the number of banking subsidiaries included in consolidation.

In 2001, the Bank Austria Creditanstalt Group achieved net interest income of
€ 2,672 m, some € 432 m or 19.3% more than in the previous year. Just under half
of the growth in absolute terms is the result of structural changes. After adjusting
for these factors, growth remained an excellent 9.3%. This is even more remarkable
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in economic terms since the compariscn basis from the previous year was quite
high on account of another one-time effect: increased dividend income in connection
with the sale of companies by subsidiaries. Another reason why income similar to
interest was lower during the reporting year was the fact that companies formerly
accounted for under the equity method - with the share of their net income included
in that item — were either consolidated or sold.

Contrary to expectations at the beginning of the year, the net charge for losses
on loans and advances had to be increased by € 38 m or 5.6% to € 703 m.
Although credit risk expenses decreased slightly as a proportion of net interest
income (from 30% to 26%), the credit risk margin increased from 0.84% t0 0.96%
measured in terms of risk-bearing assets. Most of the increased provisioning charge
related to on-balance sheet business with corporate customers in Ausiria, which -
in addition to unfavourable irends — was also affected by unexpected major
insolvencies. The Bank Austria Creditanstalt Group reacted to this with a number
of organisational measures, which included active portfolio management, obtaining
subsequent collateral for unsecured loan- portions, and risk-oriented lending

principles (compare Risk Repwbrt, page 179 ﬁ_“.),

Results of the Bank Austria Creditanstalt Group

!
{
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Net fee and commission income rose by € 199 mor 23.1% to € 1,061 m. The
increase is attributable entirely to structural changes, which is underlined by the
sharp drop in securities transactions in 2001, the second successive year of depressed
prices on stock markets. However, by including subsidiaries such as SKWB
Schoellerbank whaose business focuses on securities advisory services, the Group
plans to increase the coniribution of net fee and commission income to over 30%
of operating revenues in the foreseezble future.

The net trading result for 2001 was € 261 m, almaost double the figure recorded
for the previous year (€ 137 m). The newly consolidated subsidiary companies again
played a decisive role in this regard, and it is thus apparent that their spectrum of
activities as local universal banks extends far beyond lending business. Excluding one-
off effects, the net trading result increased significantly by over 10% through day-to-
day business transactions despite the negétive impact of weak global eguity markets.

In 2001, general admirjistrative exéenses climbed by 28 4% t0 € 2,773 m.
The wider base of business accounted fO{"J._ijL‘JSf over 70% of this increase of € 614 m.
Adjusted for changes in 'the group of'c'ohsolidated companies, the increase
amounts to 6.8%. This is the result o’f":;jan appreciation in the value of the CEE
currencies based on a year-on-year comp‘brison as at 31 December 2001, which is
underscored by the fact that genera! administrative expenses in the CEE units,
denominated in the respective focal currencies, remained unchanged at the ievel of
the previous year. The general administrative expenses incurred through domestic
business fell by 1.3%, and With the inclusion of the International Markets segment
by as-nuch as 3.2%; The integration of Bank Austria and Creditanstait therefore
made it possible to achieve synergias in domestic business in 2001 despite the
additional organisation and {T-related projects. These were achieved not only in
regard to the calculated basis scenario but also on a year-on-year comparison.

The balance of other operating income and expenses was transformed from
a net expense position in 2000 (€ 57 m) to net income of € 34 m. A substantial
portion of this result is attributable 1o the sale of Bank Austria Creditanstalt
(Schweiz) to a local bank, while the remaining effects from consolidation largely
offset one another.

The operating profit, which is presented in accordance with the structure of
the income statement of HVB's consolidated financial statements, totalled € 552 m
compared with € 357 m in the previous year. A pro-forma year-on-year comparison
in the current Group structure also reveals an increase of € 58 m or 11.7%.
This points to the significant improvement in the operational profitability of the
Bank Austria Creditanstalt Group.
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Net income from investments amounted to € 187 m in 2001, an appreciable
decline (of € 147 m or 44.1%) over the previous year's result, which was very high on
account of book profits generated in connecticn with the sale of industrial holdings
to a foundation which is independent of the bank. Income in the year under review was
generated partly through the sale of Creditanstalt's equity interests in three Austrian
regiona! banks. In 2001, amortisation of goodwill increased appreciably (by € 43 m)
to € 73 m, especially as a result of the larger number of consclidated companies.

The profit from ordinary activities, cbtained by deducting amortisation of
goodwill and by taking into account the slightly negative balance of other income
and expenses (€ -10 m), came to € 655 m. The balance of extraordinary income and

expenses is nil. Thus riet income before taxes was € 655 m.

Changes in the balance sheet in 2001

This section examines the changes in the closing balance sheet as at 31 December
2001 compared with the opening balance sheet as at 1 January 2001, i.e. the financial
developments. after the effects of the bilateral transfers between Bank Austria ‘ e

-and HVB and the changes in valuation and presentation in accordance with 1AS 39
{cf. pages 150 to 152). -

In 2001, total assets grew by € 4.6 bn or 3.0% to € 159.6 bn.

Assets

On the assets side, an exceptional increase in cash and balances with central
“banks by € 1.3 bn or 57.9% to € 3:4bn-contributedto-balancessheet growth. This. - e
reflects higher liguidity requirements in connection with the conversion to euro
notes and coins at the beginning of 2002, for which all arrangements.were in place
at the end of the reporting year.

Loans and advances to, and placements with, banks hardly increased (+ €0.7 bn -
or +1.6% to € 42.6 bn) after expanding strongly in the previous year. Loans and
advances to customers contracted slightly (~ € 1.3 bn or -1.6% to € 78.6 bn), but
they nonetheless still accounted for almost one half of total assets.

Loan loss provisions, which are shown on the assets side of the balance sheet
as a deductible item, increased by € 0.6 bn or 21.0% to € 3.4 bn. The difficult
situation regarding corporate risk as a result of the unfavourable economic climate,

and in particular unforeseeable major insolvencies, made it necessaty to allocate : o R .

additional amounts to this item.
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3 Loans and advances to,
and placements with, banks

D Loans and advances to customers
D Trading assets

D Investments

D Cash, property and equipment,
intangible assets, other assets

D Loan loss provisions (deduction)

The item trading assets (€ 13.7 bn) recorded the strongest increase with growth
of €£4.4 bn or 46.9%. This was due to the positive development of the value of
interest rate derivatives positions.

investments, on the other hand, contracted by € 2.2 bnor 10.9% 10 € 17.8 bn,
following a recuction of the portfolio of bonds and other fixed-income securities,
The item other assets more than doubled to reach € 4.5 bn on account of a
significant increase in derivative financial instruments, which are carried at their fair
values pursuant to IAS 39.

Liabilities and shareholders’ equity

In 2001, amounts owed to banks contracted relative to the opening balance
sheet for 2001 by € 2.1 bn or 4.2% to €48 4 bn. This indicates (irrespective of the
adjustments for-the-transfers in the opemng balance sheet) that interbank busmess
has played a less significant role after he bank was restructured.

Amounts owed to customers, on the other hand, incressed by € 4.3 bn or
7.7% from the beginning of the yeap to reach € 60.0 bn, while liabilities
evidenced by certificates declined maft{ediy (-€50bnor-17.6% to €23.2 bn;

Structure of assets
as at 31 December 2001: € 159.6 bn

Increase/decrease in assets in 2001
compared with the 2001 opening balance sheet

in % H-€m
100
- |
80 :] 26,7% 16% Total assets
80 — +€4587m
20 4 -1.6% +3.0%
60 ——
5o 29.2% | |146.9%
40 -10.9%
30 -
20 8.6% 53.7%
10 - 11.2%
a 6.4% { 21.0% |

§ “2.1%

-10 T T T T T T T T

2001

-5000 -3,000 -1,000 0 1,000 3,000 5,000
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this compared with a € 2.1 bn rise in subordinated capital evidenced by certificates
to € 7.2 bn). This development corresponded to market trends in 2001, which were
characterised by a shift from securities-related investments to account-based depo-
sits (sight and time deposits, savings deposits and special savings schemes). The
level of primary funds (the sum of both the above items) remained more or less
constant in 2001 and accounts for 52% of the balance sheet total. '

Pravisions are stated at € 3.3 bn in the 2001 balance sheet. Compared with
the opening balance sheet this represents an increase of € 0.3 bn or 10.5%. Most
of this amount (€ 2.6 bn) represented provisions for severance payments, pensions
and similar obligations, which barely changed in the course of the year. Additions
to provisions for deferred taxes were considerably higher than in the previous year.

Trading liabilities, which were in the previous year included under other

liabilities, are shown as an individual item for the first time in the balance sheet as
at 31 December 2001. The item Eomprises the negative fair values from derivative

financial instruments:in the tradjfng book. A significant component in this regard

are interest rate derivatives, which increased by € 2.2 bn to € 6.0 bn.

Other liabilities (€ 4.4 bn cdmpared to € 3.0 bn in the previous year) at year- .
engd 2001 for the first time also included negative fair values from banking book
derivatives, as required by IAS 39,

Sharehalders’ equity of the Bank Austria Creditanstalt Group increased by
€ 260 m (5.6%) to € 4,875 m. Besides the inclusion of consolidated net income
(€ 483 m) and after deducting the dividend distriouted in the previous year (€ 116 m), S

this item reflected valuation effects which were directly recognised in shareholders’
eguity without affecting the bank's income (e.g. changes in the foreign currency
translation reserve as well as remeasurement in accordance with 1AS 39 in the course
of the vear).

Capital resources

The capital resources of the Bank Austria Creditanstalt Group are calculated in
accordance with the Austrian Banking Act rules, which are based on the EU Capital
Adequacy Directive. The changes within the group of consolidated companies which
have already been referred to a number of times lowered the assessment basis as
defined in the Austrian Banking Act and used for calculating capital requirements
(banking book and market risk in the trading book), which in turn lowered the level
of capital resources required to be held by the Group. The assessment basis according
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to the banking book fell by € 7.8 bn or 9.8% to € 72.0 bn. This was accompanied
by a € 1.1 bn {13.5%) increase in net capital resources (Tier 1 and Tier 2), which
conseguently totzlled € 9.3 bn, partly as a result of changes within the group of
consolidated companies (temporary substantial additions of minority interests in
Poland) and an increase in subordinated capital. As a result of these changes in the
numerator and the denominator used for the calculation of capital ratios, the Tier 1
capizal ratio improved from 6.12% to 7.78% and the total capital ratio from 10.30%
10 12.95%. These capita) ratios will again approach the level of the previous year after
the final technical transfers have been carried out.

Events after the balance sheet date

An event tcok place'between 1 January 2002 and 11 March 2002 which should ke
mentioned here in view of its significance for the appraisal of cur Group by users of
this annual repart: in the a‘bove period the Group acquired a majority interest in
Croatia’s Splitska Banka (7% market share). The legal formalities of this transaction
will probably be-concluded in the second quarter of 2002.

Structure of liahilities Increase/decrease in. liabilities -
and shareholders’ equity and shareholders’ equity in 2001
as at 31 December 2001: € 159.6 bn compared with the 2001 opening balance sheet

in % +-€m
100 '
20 A 30.3% ‘ Balance sheet total
— 80 “ +€4587 m.
i Amounts owed to banks , “ -3.2% +3.0%
0 e = i 1
D Amounts owed to customers 60 7.2%
59 37.6%
! Lisbilities evidenced by certificates 20 ! -17.6%
[T other tiabilities and provisions 30 asw | ( ] 286%
(including trading liabilities) 20 B o
D Shareholders' equity, 10 93% | ] | 23.1%
subordinated capital, minority interests 8.3%
0 T T T T T
2001 -5,000 -3,000 -1,000 0 1,000 3,000 5,000
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Dutlook

The aconomic environment in 2002, in average terms for the year, will improve

better than in 2001. Foreign trade and investment will be unable to provide any
significant impetus for growth. Public-sector buidgets are likely to continue to restrict
economic growth, and investment in construction will continue to decline. Private

consumption is buoyed by an improvement in real incomes due to a lower rate

of inflation, but the employment situation will only provide sufficient scope for
disproportionately low growth of consumer spending notwithstanding a further
slight decline in the savings ratio.

Amaongst the CEE countries, Poland will have to make an additional effort to catch

Selected growth figures:

real GDP growth in %
only negligibly over 2001. However, cne important difference is that the global . .
_ o o . 2001 2002
economy is now experiencing & distinct upward trend in the U-shaped cycle. The .

. . , S 1.2 20
phase of declining growth in our core markets seems to have come to an end in the Japan 10 _is
first quarter of 2002. Recovery will nonetheless be only moderate. Although the US  Euro zone 15 1.1
economy, as the pacesetter, showed signs of renewed growth at the turn of the CEE S 21 12

L i . ) . South-East Europe 46 26
year, this will not suffice for a sustained turnaround. It will take longer for corporate

profits to return to their previous levels, and overcapacity is preventing the invest-  Austria 2001 2002
ment cycle from kicking off. The hopes of the equity markets, which are already GDP growth 1.1 13
anticipating the upturn, may therefore again be disappointed in the course of the Private consumption 1.4 1.4
. - " : ) Investment in equipment 1.5 19
first half of 2002. However, US interest rates are likely to be raised soon, returning | o netruction —2.2 13
- o to normal from exceptionally low levels. Exports in a broader sense™ 4.4 33
: ) L . A Imponts in a broader sense- 39 3.0

The economy of the auro zone will follow suit with a time-lag of several months. g
As interest rates in Europe fell more slowly, the upward trend in rates will afso_ be CEE countries 2001 2002
modest in view of the moderate pace of economic recovery in 2002. This is also  Poland ‘ 1.1 0.8
reflected by declining rates of Inflation. Under the influence of stock market senti-  <2ech Republic 3.3 30
. } ) o . Hungary 38 36
ment, long-term interest rates are likely to show a volatile sideward drift. Aftera ¢ 1o 30 15
slight rise in short-term interest rates, the yield curve will probably later flatten, with  Slovenia 32 29
yields at the long end fluctuating in the region of 5%. Bulgaria 43 238
Croatia 4.1 18
In this environment, the performance of the Austrian economy will not be much  Romania 49 25

Austria will follow the moderate
upturn of the global economy.
CEE countries grow at an above-
average rate

up with its structural adjustments and to put its public finances in order following the
strong growth rates of recent years, GDP growth, which has shrunk from an average
of over 5% in the period 1993-2000 to 1.1% in 2001, will remain at a moderate level
in 2002. Hungary, the Czech Republic, Slovakia and Slovenia, on the other hand, can
expect favourable economic developments in 2002. The south-eastern European

countries, which grew at a dispraportionately strong 4.6% in 2001, will have the
strangest growth rates in Europe in the next few years. The construction, ar in some
cases reconstruction, of the economy is likely to result in sustained economic growth.
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Little stimulus from the economic
environment but well positioned in the
growth segments of the banking sector

Austria: increasing profitability
in the saturated banking market

CEE; operating with new structures
in a promising growth market

Profit for 2002 expected to match
previous years’ levels and generated
" almost entirely by ‘operating activities

In 2002, the Bank Austria Creditanstalt Group cannot expect any significant
impetus from the economic and monetary environment. But the Group has already
taken all the structural decisions and can benefit — in both Austria and Central and
Eastern Europe — from the long-term upward trends in the strongly performing market
segments and regions for which it is now very well positioned.

In Austria, demand for credit is likely to continue 1o expand at the moderate rate
of the previous year. And deposit-taking business is in particular dampened by the
decline in the savings ratio. Similar'y, the aforementioned developments in interest
rates will barely help to boost profits. For this reason, the successful conclusion of
the integration process (the “Bank zum Erfolg” project) and the refated synergies
achieved in regard to earnings and costs play a decisive role for increasing revenue
in domestic business. We are also assumingjﬁhat the Group’s earnings will be improved
by a lower net charge for losses on loans 'énd advances, partly on account of more
favourable. economic conditions and partly because the measures taken in 2001
(risk-conscious lending policy, subsequent:collateral, syndications, active portfolio
management) are beginning to take efféf’ct. There are signs of a more buoyant
turnover in securities, which will appreciabi& poost net fee and commission income.
Itis hopeé that the Group will in 2002 succeed in matching the outstanding results
from trading activities achieved in the past year.

Exceptional opportunities are also provided by structural change. The accession process

-is making significant progress in Central and Eastern Europe. Based on the prospect of

a fixed date for accession, we expect that real and monetary convergence.will receive a
decisive impetus. We anticipate ari appreciable increase in revenue on this core market in
the first year with our new structure. The promotion of capital market-related corporate
finance products will bé supported by the adiustment of corporate finance activities to
the banks' risk-conscious lending policy. Private pension pianning for retail customers
and pension schemes for the corporate sector provide significant opportunities for asset
management business, from fund products to discretionary asset management,

In view of this mixed picture, operating revenues are expected to be in line with
those of the past year. Despite the resources invested in strengthening our presence
in the CEE countries, we assume that administrative expenses will remain unchanged
or even decline slightly, so that the improvements in revenue - even if they are
modest - ¢an have a direct impact on operating profit. We expect the results for
2002 to match those of the two previous years. This could be considered a great
achievement because - in connection with the realisation of the divestment pclicy
- net income from investments will be much lower in 2002 than in 2000 and 2001.
This means that profit will be generated largely by operating activities.
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Private Customers and Professionals

The Domestic Private Customers and Professicnals division was faced With unfa-
vourable conditions in 2001, which is reflected in the results of this business segment.
The changing economic environment particularly affects trends in retail business from
one year to ancther. Revenue, with a return on equity of 19.1%, was satisfactory, seen
against the background of difficult market conditions in the year under review. 2001 was
also a year in-which important decisions were taken. The integration of Bank Austria
and Creditanstalt within the Private Customers and Professionals division has made
very good progress, and the division has given its sales activities an even stronger
customer orientation. The final, decisive step in this process was the “Bank zum
Erfolg” project. Of all areas of the bank's operations, it is in this segment where the

pro;ect is most wslble and where |t has xhe greatest 1mpad Thls opens up new busmess

and condmons to the reference rate (which feH by 1 /2 per : tage pomts to s' tow

pomt in November) early on. Financing business deveioped in a positive manner
more buoyam‘ Iendmg activity from the middle of the year was accompanied by an
mpro ement in margiris. After deductmg the charge for losses on loans and advance
“which dechned and in this busmess segment accounted f6PBRRY ahout 11°f%f ret
interest income), net interest income after credit risk totalled € 739 m (-5.7% over

the previous year in the target structure).

2001 was one of the few years in which this interest-cyclical development was not
offset by the opposing effects of the securities boom. The general disappointment of
equity investors, coupled with the period of uncertainty in September, led to a
slump in securities turnover. As a result, net fee and commission income (€ 446 m)
fell below target and below the figures of the previous year (- € 32 m or -6.5%),

although earnings from services rose slightly.

Costs remained under control in 2001, This did not prevent an increase in general
administrative expenses {(+4.6%) as a result of a higher portion of overhead costs
that were assigned to the division following changes to the internal cost allocation
key. Overall, the Damestic Private Customers and Professionals division, to which
13% of the bank's equity was allocated in 2001, accounted for almost one fifth of
the bank’s total results (one quarter of total results in the previous year).

48 | private Customers and Professianals

Key figures - Domestic Private
Customers and Prafessionals

na. . .-

e TRyt

s

€m 2001 2000' Change
in%
Net interest income 830 881 -5.8%
Losses on foans
and advances -91 ~97 -6.4%
Net fee and
commission income 446 478 -6.5%
Net trading result 2 7-67.2%
General administrative
expenses ~1,102 ~1,053 4.6%
Balance-of v - omrs v mre
- other 0peratmg e
mcom.e‘/expenses -7 .. na
Operatmg proflt ©207 =43.7%"
Net income from
investments ' 6 4
Bafance of other . R .
income/expenses 0 -2 n.a.
Amortisation of goodwil_f” -2 -5 na
Netincome before taxes 118 199 ~41.0% -
Share of Group total  18%  25%
Risk-weighted assets
(average ~ Austrian
Banking Act) 11,390 11,459 ~-0.6%
. iA\Equlty (average)- myee-615 619
*"*Shate of Group total 13% - 14%
ROE before taxes 19.1% 32.2%
Cost/income ratio 84.3% 77.6%

1) restated on a pro-forma basis to raflect the

target structure




Customer groups and marketing

The preparations for integrating the Domestic Private Customers and Professionals

divisions of Bank Austria and Creditanstalt are proceeding at full steam following

“Bank zum Erfolg” project ensures the decision taken to this effect in May 2001. The decision was taken with a view

greater efficiency for customers to further improving the quality of services offered to the customers of both banks
through synergies within the bank ‘ . . . o

by creating more efficient internal procedures and by speeding up the decision-

making process. The improved services should then be reflected in a compatible

range of praducts and in a regional presence throughout Austria, whilst continuing

to provide custemers with personal advisory services throughout this process.

_Joint Group functions were already created before the launching of the “Bank

zum ErfoWg prOJect through the mtegrat»on of the respectnve saies coordmatuon

no d!rect customer contact and wxll accelerate mte

swgmﬂcantcostsavmgs ‘j,f _lﬂ; ,

1 ruc ive been
. ' 7 ¢ ardlsed and strea_ lined,

|se entrepreneunal

T
“branch offlces of Bank Austria and Creditanstalt untd the two compames have been

fully- mtegrated into Bank Austria Creditanstalt AG.

“Bank Austria Creditanstalt” will pursue a clear offensive strategy over the next

offenswe strategy in-Austria‘s - threesto-five-years, and it will. m particular strengthen |ts  presence in the, federal,,,v ey

federal provinces provinces. Building on its outstandmg rmarket position and customer base, the bank
will focus on growth in the selected target groups of wealthy clients and high net
worth individuals, and in the segment of self-employed persons and those working
in the professions.

The declared goal of product policy is to establish a single catalogue of efficient

Range of praducts geared to meet and attractive core products. This policy involves combining the strengths of

customer needs. both brand names in order to offer all customers, whether from Craditanstalt or
Synergies for the bank ) . . ‘ i

Bank Austria, the entire range of products and services. We will streamline all our

products and the related procedures, a classic example of how to take advantage

of synergies. The future catalogue of core products has the clear objective of

making available to our customers quickly, efficiently and in an individualised

manner these products for which there is strong demand.

Qur strategic considerations are generally based on customer needs. it is ultimately
the customer who decides which preducts he needs and how he settles his banking

X . T
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transactions. Whether it is advisory-intensive services or standard products which
are required, our custamer relations activities focus on a high level of competence
and high guality for meeting customer needs, Since we are committed to providing
high-grade services, every customer is important to us. However, high-quality
products and advisary services have their calculated, apprapriate price.

The zlternative sales methods implemented through the multi-channel strategy
are not to be seen as competing with the branch offices, but rather as perfectly
complementing these units. The strategy is based on the idea that each customer
is given the choice of different sales channels for his specific needs. While he is
more likely to use alternative sales channels for simple, standard services, he will
probably take advar'tage of the bank’s personal adwsory serwces to herp h im with
more complex issues. The Group is-already the- undisputecsmarket leader in Austria

in the area of; onhne bahkmg

Through the mtelhgent use of aH 5al anfiels we afé in'a position to meet all

the needs of our customers w;th a modem multi- channel strategy This mtegrated Integrated sales strategy geared to-

meeting customer needs . . - .

© sales channel approach combmes th »strengths of the""b'anch network wzth

> “rthe possibilities-of hew alternatw' s'channe!s (mobde sales) -and mrovatwe et SRR

e-banking products (onlme bankin coordma‘uon of the individual sales - <o
channels to most effectively meet custorner“needs represems an important focus of *

our sales strategy.

Market posmon -

R I e po o

’ ln Austria, the Bank-Austria Creditanstalt Group claims a'share of about 18% in
the retail banking segment. The Group’s share is particularly strong in the larger

cities, especially Vienna, where, in average terms, every second banking customer
banks with a company of our Group. Qur market share in the federal provinces is
about 9%, almost half the Group’s average for the whole of Austria. We want to
increase this share to at least 15% by 2005 by focusing on strategic target groups.

We already introduced our customers and the market to the future common
brand name in 2001, This was underlined by the first joint product campaign
entitied “Securities Plan”, where both banks had a uniform appearance. Only the
fogos indicated that there were stilf two brand names. In this way a high fevel of
identification was achieved amongst both customers and employees. The first

major joint financing campaign in February 2002 was implemented on the same
lines. We prepared, for the first time, a joint central marketing plan for 2002, and
for our sales operations we specified joint market objectives.

Private Customers and Professionals




Customer structures of Bank Austria
and Creditanstalt largely complement
one another

tquisition results in'the
dent segment

Target group: business customers,
young entrepreneurs and the
professions

_sionals division focused especially onwth

Retail banking

The customer structures of Bank Austria and Creditanstalt complement one another
very well in this segment. As there are few overlaps, the initial conditions for
integrating the two banks are favourable.

Uniform and measurable standards of quality that are applied to all regions,
despite broadened competencies and responsibilities, ensure that the Domestic
Private Customers and Professionals division operates as a homogeneous unit in
Austria. The central marketing units support the planned expansion of the regional
offices’ standard business by providing them with the necessary expertise. The
regional offices can flexibly access this expertise, in response to their customers’
needs. In this way it will be possible to serve.-the regional markets more efficiently
using favourably DFICE‘d instruments which are speczatly»created for use in the' ;
respective regions.. '

Target groﬁp marketing

- Based on target groups, activities in thé ' omestic Private C_ulstémers and Profes- "

w_generation.of:customers, i.e. young

people and students, Although the sha ybung peopJe as, %rcentage of total
retail customers in Austria has declmed by T4 percentage pomts to 7.1%, both
Bank Austriz and Creditanstalt succeeded in mcreasmg the number of young peo-
ple’s accounts by 9.0% and 6.0%, respectively. Bank Austria and Creditanstalt

claim a paruquarJy large market share with regard to students. A main focus of our

" retait bankmg strategy s 10 encourage students to remain as “tustomers with the'

bank when they look for jobs after gracuatmg from school or uriversity, and also
once they have started their careers in the professions. Similarly, emphasis was also
placed on protecting the Group's outstanding position in the market of the new
generation of customers,

As regards the professions, the Bank Austria Creditanstalt Group endeavoured
to translate its acknowledged expertise into business success, to convert ancillary
banking connections into principal banking relations, and to take advantage of
existing potential by promoting cross-selling activities. Individual retirement planning
and company pension planning are important issues for business customers and
professionals. Bank Austria and Creditanstalt take this into account by offering
customers appropriate solutions for the legal obligations to be assumed in this
regard, such as severance payments, and voluntary measures, including supple-

mentary pension planning for entrepreneurs, their families and their employees.
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The Group also focused on assisting young entrepreneurs and people starting up
companies in order to protect and further expand its share of younger customers
in the business customer segment.

The Business Customer Management department, which was created at the end
of 2001, supports the efforts to meet the needs of this customer group in terms of
risk, return and producis. We also want to fully exploit our potential in this segment.

in future years, the optimisation of tools to strengthen customer loyalty by making
more use of electronic sales channels will represent an important element of our over-

all strategy. The main consideration is to ensure that customers are satisfied and remain  Feedback from the market: an
indication of customer satisfaction

loyal to-the new.combined bank in the longer term. An important tcol in this regard
and quality management

is the professional handling of customer complaints. For this reason, the status of the
teams handling-.compiaints- and quahty‘management two aspects which have always

piayed a'significant role-in b_o ~banks Was upgraded at the beginning: of 2002.

In 2007, about 70,000 re’t’éil customers were asked how satisfied they were with

the services of Bank Austria’ or Credltanstalt This measurement of customer satis-

faction revealed a continued lgh’scorlng m the core criteria “overall satisfaction”,

“customer loyalty” and "rec mmended to other people A high scoring for both

banks also confirmed’ the ke _funcuons of customer advisers.

Customer needs and products in 2001

In 2001, the activities of the Private Customers and Professionals division, in
accordance with the principle of meetmg customer. needs focused on-the following. - SRS

areas in regard to product development and product promot|on

Payments

The Bank Austria Creditanstalt Group’s market share of payment transaction
accounts remained constant at 18% in 2001. In preparing for the euro, the Group

gave priority to encouraging customers to change to non-cash transactions. This was ~ Promotion of non-cash payments.
Technical standards created for further

underlined with the promotion of payment transactions upon the issuance of
rationalisation

introductory packages of euro coins, which showed the advantages of non-cash
payments in concrete terms. With the graduat integration of IBAN (International Bank
Account Number) and BIC (Bank Identifier Code) in the payment systems, the Groug
took an important step from the 4th quarter of 2001 onwards towards rationzlising
payments within Europe.

The use of eurocheques was discontinued in all partner countries in 2001, In the
autumn of 2001 Bank Austria and Creditanstalt therefore exchanged 430,000
eurocheque cards for ATM cards or customer service cards with a Maestro function.
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The range of accounts offered by both banks is supplemented by a Club pro-
Greater customer loyalty through gramme and a points system, which, as customer loyalty tools, help to promote
Club programmes and points systems customer satisfaction. 175,000 customers are members of the Club Bank Austria
or of Creditanstalt's Club Suxess. The latter was positioned as a champion product
when it was introduced in 1997, and it has gained a substantial lead over its com-
petitors. Club Suxess offers members numerous benefits for shopping, travel, sport,

leisure activities, safety and finance.

in 2001, demand for Club Bank Austria facilities increased especially as the result
of an expansion of Internet ticketing services. “The best ticket at the best price” is
avaifable from http:/Awww.clubticket.at and also from a growing number of other
Internet addresses. Club Bank Austria members are automanca”y offered tickets at
reduced rates for.about 4 OOO eveats, - -

) j24 hour>benl{|n§'\/~ﬁe'wk fnedia

The Group fost n no time in expanding its seff-service bankmg facilities in 2001,

B

Y -\ present more

n three  quarters.of all Bank Austria and Creditanstalt branches -

access to mdoor ATMs oCCOuﬂt statement prmters ATM card

I R Seem

Above-average use Online banking
of the Internet grows strongly
In %
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The new media are finding growing acceptance by all customer groups.
Bank Austria and Creditanstalt therefore continued to pursue their Internet strategy
in 2001. By the end of 2001, our Group was already caiering to the needs of about
280,000 customers with its Online Banking/CA-B@nking services, which is 55% up
on the previous vear.

The annual targets were easily surpassed. Bank Austria Creditanstalt are the clear
market leaders based on the number of online banking users as a percentage of
total customers. The number of accounts dedicated to enline banking is growing
by about 9,500 each month.

_An average 350,000 transfers are carried out online each month, which make
ths the most frequently used sér\/rce é;;drt from requests for account balance
~iinfgrmation, Appfoxrmateiy 6,000 securities orders are processed via the Internet
¥ each month ‘the bank’s WAP gateway is accnssed about 5,000 times, while SMS

’jrwas uséd about 6,000 times to abtain information on an account. Besides new

‘ ;:customers, the core potential for increasing the use of online banking is found

ithin"those customers who are already using thé Internet but do not yet settle
gir.: bankmg transactrons via the Internet. No less than 7% of Bank Austria

- f":'CrEdltaﬂstait customers intend to open an online banking account within the next -
" three manths. ’ '

Young people and students, in particular, are open to the new media. Virtually
all students have access to the Internet, 47% use the Internet almost every day
compared with 28% of retail customers. Young people and students are therefore ‘ . UAIFE RIS
the mam target group for onllne banking. It is planned to increase the usage of | . .
online banking by young people from 14% in 2001 to 17% in 2002.

The multi-channel approach was also broadened for the Group's securities busi-  In the multi-channel approach,
ness. The CA-DiscountBroker and Bank Austria’s Cnline Tr@der both succeeded in  Customers themselves determine the

hievi . . ficul ) mix of electronic banking and personal
achieving satisfactory growth in a difficult environment. contact with branch employees

The number of telephane banking users and their use of these services remained
almost unchanged. At the end of 2001, about 176,000 custemers used BA-Kontofon
or CA-TelefonService.

Preparations for the integration of the two online banking systems commenced
in the last few months of 2001. The services of both banks will be available to all

customers when both banks are integrated in August 2002, whilst preserving the
traditional high quality of these services.

Personal customer service in the branch offices will remain the most important

contact with customers despite these new, additional sales channels.
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Bank Austria and Creditanstalt are
the Austrian market leaders in the
field of credit cards.

The VISA credit card has been
supplemented by a debit card

Credit cards

in Austria, Bank Austria Creditanstalt is also the leader in the field of credit cards.
As at year-end 2001, both banks had issued about 452,000 VISA cards and about
64,000 Diners Club cards, the two credit cards maost strongly promoted by the
Group. The market shére of VISA cards in Austria amounted to 53%, and the
market share of Diners Club cards to some 40%.

In November, VISA for the first time issued a debit card in Austria, the VISA Electron
card, within the framework of a pilot project. The card was offered to 100,000
customers free of charge for one year. More than one fifth of these customers
requested after only two months that their card (1.e. the PIN code) be authorised
for use. It is to be used separately from the VISA credit card and the holder can

'Wft)‘dfaw cash from ali cash dispensers in Austria free of charge, and from over

. »700 000 ATMS worldwnde The VISA Electron card can also be used to pay at onhne
POS termma!s '

5 Bank Austria Creditanstalt mutual funds,
Wohnbaubank bonds, real estate fundsishares

D Own bonds

Direct investments in shares, bonds
and third-party funds

D “Erfolgssparbuch” with a one-time
payment/“Kapitalsparbuch”
D Savings cards

:j? Savings baoks

D Time deposits

Shift to more sophisticated investment products

Deposits and changes in safe-custody accounts maintained with the Bank Austria
Creditanstalt Group (including changes in value)

L oeme el el e e - P . LTSNt

. Totat-amount.at yedr-énd 2001 €42.20n.  Changes 200012001 -~
(excluding sight deposits: € 36.6 bn)
€m €m
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supponed market actsvmes that focused on leasing offers for retail customers ~

Private financings

As in the previous year, financing activities focused on building and residential
living. At the beginning of March 2001, Bank Austria launched a campaign entitled
" Assistance of up to ATS 5,000, which offered customers a credit bonus. The
campaign in particular stressed unbureaucratic solutions to meet individual finan-
cing needs. The successful lending campaign was repeated in late autumn. Credit-
anstalt’s financing initiative took place in line with the slogan 1 have a Varia loan
~whoever has it can only recommend it”. The purpose of this initiative was to draw
attention to a very attractive initial interest rate and to the possibility of choosing
between schilling/euro and a foreign currency ~ an exclusive offer of Creditanstalt.
In the area of financing business for automobiles, the campaign “Full tank”

i

‘The sluggish economy limited growth in the market for personal loans, WhICh _
___expa nded at only a moderate rate. The volume of new business denomirated iri both

eura and foreign currency nonetheless remaired at a very high level notwi thstandmg

_the_events_of 11 September. In October 2001 the volume of euro and forengn

currency- denominated loans even increased scgmﬂcant!y relatnve to the averag-e}‘or
the year. Lower refinancing costs paved the way for a continuous improvement: m
margins in foreign currency-denominated business towards the end of the year, whlle
the margins generated through euro-denominated loans improved considerably.

Savings/investments

© A larger.number of intetest rate cuts in the wake of measures taken by the.EGB.

ied to a decline in the volume of savings deposits in the first half of the year, a
trend which was however halted beginning in the third guarter. The situation
stabilised largely as a result of the success of the savings cards, the “Erfolgssparbuch”
with a one-time payment and the “Kapitalsparbuch”.

Both banks continued to pursue the successful strategy of offering a promotional
praduct for the duration of three months. The euro bonus savings book (with a
one-time payment), which has been promcted since the beginning of Qctober
2001, was very well received by our customers, For the first time, a uniform savings
product was therefore being marketed on World Savings Day. The volume of
savings generated by this product exceeded € 310 m by the end of the year.

The shift to electronic savings cards (PlusCard at Bank Austria and ErfolgsCard
at Creditanstalt) continued unabated in 2001. The number of cards had increased
by 50,440 {up by 16.5%) by the end of 2001. Total funds invested with these cards
amounted to € 1.53 bn, a strong rise of 21.6%.
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Lending initiatives and unbureaucratic
procedures support new lending
business despite weak economic -
growth

Savings deposits stabilised through
savings cards and capital savings
programmes




in 2001, the Group concluded approximately 79,000 new contracts for builging

The successful cooperation with society savings schemes, an increase of 6% on the previcus year's figure. The

sBausparkasse and Wistenrot willbe  ¢paysparkasse building society accounted for about two thirds of this figure, and
continued Wistenrot for about one third. The successful cooperations will be continued.

Commission income from the referral of insurance business in connection with

CA-Versicherung and UNION-Versicherurg increased significantly in the year under

“Allfinanz” has become a common review. Creditanstalt's activities focused on the “Sicherheitspaket” (a product

feature of the Bank Austria

serving as loan collateral) and on fund-lirked life insurance policies; the latter were
Creditanstalt Group

promoted especially by the guarantee product "GlchalGarant”. At Bank Austria the
focus was on classic life insurance policies and on the "Jjoker” products, which
combine the concept of capital accumulation with insurance and a lottery element,

Attractive incentives for securities savings programmes

Of the securities-related products offered to customers, the Securities ‘Plan, +
which Bank Austria took over from Creditanstalt in 2001, and fund guarantee ©
Securities Plan and cLE products proved to be a resounding success. The main purpose of the Securities
fund guarantee products: . Plan is to induce new customer groups to invest in securities, and 10 strengthen our
image as an innovative hark for investments and retirement planning. The Securities
Plan will play a key role in the implementation of a core objective in the next few
years, namely to substantially increase the share of security holders amongst the

bank’s existing customers.

The ch\a‘_racte‘fistics of this product, which s unique in‘ Austria, are perfectly
deS'cfibe’d‘by"th‘é‘éft‘:gaﬁ “as brofitab‘e as a fund, as simple as a savings book”.®
Under the Securities Plan, arrangements can be made for funds to be saved, and
withdrawals 10 be made, at regular intervals. Overall, Bank Ausiria and Creditanstalt
customers have aiready concluded more than 130,000 Securities Plans. In 2001, the
Bank Austria Creditanstalt Wohnbankplan, which invests only in Wohnbank bonds,
in particular captured the attention of customers who show preference for conservative
investments. A volume of € 105 m was placed in 2001 alone.

Demand for Wohnbank bonds, which offer a tax incentive, was generally stronger

Wohnbank bonds and capital in 2001, a difficult year for stock markets, At the end of the third quarter CA Wohn-

guarantees are particularly attractive 1,1 AG and BA Wohnbaubank AG were merged to form BA/CA-Wohnbaubank AG,
in a difficult stock market environment ) . o

and the first very successful common bond issue was launched beginning

1 October 2001. The sales volume of € 317 m (including the Wohnbankplan) that

was achieved jointly by both banks underlined the Group’s leading role in the market.

The Bank Austria Group succeeded in placing a volume of € 230 m with forty-
six own issues (including private placements) in 2001.
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Amidst the harsh global stock market climate, there was strong demand for

T Tthé tivg fund guarantee products “Capital Invest-Garantie Basket” (offered by

Bank Austria) and “GlobalGarant” (offered by Creditanstalt), which both took into
account the greater needs of securities investors for safety.

The “CA-InvestmentProgramm” was rated as the undisputed “best performer”
in 2001 by the Austrian business journal “trend”. This standardised asset manage- New forms of standardised
ment service is based on a balanced mix of investment forms with a view to achieving 2556t management
medium to long term capital growth. This product will also be available to
Bank Austria customers as from 2002.

The objective of the Bank Austrig Creditanstalt Group is to provide a compre-
hensive range of on-site customer services. This means meeting all the needs of  Regional BANKPRIVAT investment
customer groups with the Group’s entire spectrum of products as close to the advisory services
customer’s domicile as possible. The strategy is used to offer pnvate bankmg
services to our top customers in Austria’s federal provinces. Since the beginning of
2002, specially trained staff of BANKPRIVAT have been active as in\)eétment advisers
whilst also offering all other services provided by BANKPRIVAT The Groups Iocal

private banking services ware very wel! recewed

SKWB Schoellerbank

SKWB Schoellerbank was created in 1998 through the merger of Saizburger

Kredit- und Wechsel-Bank {SKWB) with Schoellerbank. Founded in 1833, Schoellerbank

a(ways operated asa tradmona! private bank manageo by its owner. SKWB, estab-

" lished in 1922, has only focused on private bankmg business since the béginning of
the nineties, and is now acknowledged as an outstanding investment speciafist. ;

The merger has created a new type.of private bark in the Austrian market:
private banks are normally only available to a small, exclusive group of clients.  SKWB Schoellerbank - the private
In most cases they are iocated in one place and their turnover potential is limited.  Bank for a broader clientele
SKWB Schoellerbank overcomes this limitation to growth by opening itself to a
broader section of the generaf public. Its Austria-wide branch network and
competent advisers, whose expertise ranges from providing initial information to
the signing of a contract, enable the bank to provide a large number of customers
with high-guality services. Furthermore, the bank engages in public relations

activities to systematically address its target groups.

The Bank Austria Creditanstalt Group took over 100 per cent contro! of SKWB

Schoellerbank from HypoVereinsbank as at 30 June 2001. The purpose of this
transaction was to further expand and strengthen Bank Austria Creditanstalt's lead
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in the field of private banking. When the bank changed ownership it was also
mutually decided that SKW8 Schoellerbank should in future focus more strongly cn
its core business. For this reason, its financing activities for corporate and real estate
customers were transferred to the parent company. SKWB Schoellerbank continues
to operate as an independent bank authorised to offer all types of banking services.
Its business activities focus on asset managament, the provisian of investment advisory

services, and retirement planning. The main target groups are retail customers with
a minimum investment potential of € 70,000, corporate customers, institutional
customers and foundations with a minimum investment potential of € 1 m.

At year-end 2001 SKWB Schoellerbank Iooked after the needs of almost 33,900
customers, besides managing 22,150 savings accounts at 15 locations. The assets
managed by the bank on behalf of its customers totalled about € 5.89 bn.-Taking into
account the business volume transferred to the Group and the resulting net income,
profit from ordinary activities improved by some 3% over 2000 despite the difficult
operating environment. The bank employed 467 persons as at 37: pecefﬁber 2001,

SKWB Schoellerbank is plénning to furtﬁer increase its market share in 2002

the emphasis will. be on asset management Services and on financial planning, an
innovative advisory approach of the bank.

...Shares versus bonds ) L : oy

Gains/losses in value over previous year, in per cent

25
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of all maturities -5
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D Global equity markets -0 ‘,
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Asset Management

In conformity with the structure of the HVB Group's corporate divisians, the

Asset Management business segment is presented separately in this report for the’

first time. In the previcus year, asset management activities were included in the

Private Customers and Professionals segment.

Asset Management essentially comprises the operations of AMG, Capital Invest
and Ringturm KAG as well as BANKPRIVAT. Also included are the specialised asset
management subsidiaries based overseas, which have a strong infiuence on seg-
ment results by contributing substantial profits from trading activities. In Austria,
asset management products are sold through bank branches to a large extent. For
this reason some 80% cf the value added by Asset Management is generated at
the bank’s szles units and is reported as part of their results.

In 2001, the business segment defined in this Way substantially increased its
contribution tc overall résults: net income before 't'aic'é:s almost tripled, from € 12 m
to € 34 m. On the basis of the - typically ~ low afmount of capital allocated to the
Asset Management segment, the pre-tax ROE for 20071 was 32.6% (after 19.4%

in the previous year. On the income side, net fee and commission income rose.
by 25.1% to € 27 m. The increase reflects successful sales activities - despite the’

fact that 2001 was & difficult year for stock markets — and the strong manage-
ment performance of Asset Management units, although this success is only partly
recorded by the units themselves accerding to the above-mentioned profit sharing
arrangements. The net trading result increased to € 66 m; this contrasted with

-structurafly negative net income from investments. Both items were strongly.

influenced by offshore units, which are an instrument used by any international
bank.

Capital Invest with a streamlined range of products
and newly-launched funds ‘

In the first six months of 2001, Capital invest made intensive efforts to position
its product offering even more effectively. The company streamlined its range of
products and intreduced uniform branding. These measures ensure that Capital
Invest is well-placed to operate successfully as competition in the mutual funds
business intensifies.

To achieve these objectives, Capital Invest created a standardised layout for alt
its publications and, in May 2001, renamed the publicly traded mutual funds
managed by the company. The fund names now have three components: the "pre-
fix" Capital Invest; the name of the region, industry or currency in which the fund
{s predominantly invested; and the term “stock”, “bond” or “mix” to indicate the
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Key figures ~ Asset Management

€m 2001 2000' Change
in%

Net interest income 7 25 -73.4%

Lossas on loans

and advances 0 ¢

Net fee and

carmmission income 27 22 25.1%

Net trading result 66 17 >100%

General administrative

expenses -53 -35  51.2%

Balance of

other operating

income/expenses 0 0

Operating profit 47 28 67.8%

Net income from

investments -13 -16 -18.2%

Balance of other '

incomefexpenses 0 0

Amortisation of goodwill 0 0

Net income before taxes 34 12 >100%

Share of Group total 5%

2%

Risk-weighted assets
(average - Austrian
Banking Act) 1,936

Equity (average) 105
Share of Grouptotal 2%

1,61 66.7%
63
%

ROE before taxes 32.6%
Cost/income ratio 53.3%

19.4%
55.9%

1) restated on @ pro-forma basis to reflect the

target structure

Product range standardised and
streamlined: positioning and hranding

successfully completed




fund categary. This has enhanced the informative value-of fund namés; at the same
Trend towards new sector funds; time, it is now easier for investors to recognise and fing specific funds in price lists
products for risk-averse investors and rankings. Remaining duplications in the range of mutual fund products have
been eliminated by combining the respective funds.

In June 2001, Capital invest expanded the range of its successful sector funds by
launching “Capital Invest Energy Stock”, an equity fund investing in the most
attractive energy stocks worldwidé. The fund invests in traditional energy stocks
(about 70%) and in equities from the "renewable energies” segment. Renewable
energies are thought to have particularly large g\;owth potential.

Capital Invest Trend Bond, a bond fund launched for more risk-averse investors,
is managed in line with an innovative strategy developed by Capital invest. This
furd offers investars significantly better oppartunities to make profits during favour-

able market phases, while reducing risk dufring periods marked by less favourable
developments. In response to many invest’%rs' increasing preference for security,
Higher risk toterance for Capital Invest Garantie Basket 12/2007 was launched in November.2001; this is a
Capital Invest mutual funds .04 5nd of funds with a capital guarantee provided by Bank Austria which for

investors eliminates the risk of capital Ioss at the end of the investment period.

% of overall fund volume

Overall, the three newly launched funds reached a total volume of €93.9 m at

year-end 2001, despite the very difficult stock market environment.

At the end of 2001, Capital invest's market share was 17.48%; the combined
volume of mutual funds managed by the company totalled € 15.27 bn. Despite the

~ very difficult environment for mutual fund business in 2001, Capital lavestymain- v
tained its market position both in publicly-traded funds (third piace) and in funds
for large investors (second place). The terrorist attacks on 11 September gave rise to
fears of massive outflows from mutual funds; these fears proved to be unfounded.

Asset Managemen?t Gesellschaft (AMG)

1986 2001

AMG is the asset management company of the Bank Austria Creditanstalt
Breakdown by investment category Group. It specialises in the following financial services: asset management, fund
B quity funds management, capital-quaranteed asset management, brokerage, research, and spe-

cialist products. In addition, AMG performs important Group functions in the secu-
D Mixed funds » :
rities business (sales support, product management, product development, own
D Bond funds issues, CEE, securities-related tax and legal issues as well as reporting). Moreover,
AMG makes available the performance evaluation programme for all securities

D Money market funds ) . .
accounts in respect of which asset management services are performed.
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2001 was a year of continued growth for AMG. In an environment markad by
strong competition and very difficult market conditions, the company's market
position was further strengthened. At the end of 2001, assets under AMG's man-
agement totalled € 2.1 bn. The decline of 4.9% compared with the end of the
previous year is tc be seen against the background of partly massive setbacks cn
international stock markets (losses of major indices in 2001: S&P 500: -13.0%;
DAX 30: -19.8%; FTSE 100: -16.2%; Nikkei 225: -23.5%; Nasdad Comp.: ~21.1%;
Nemax 50: -59.9%).

Master Fonds, Bank Austria‘s funds of funds managed by AMG, made very gocd
“"progress” Despite unfavourable trends in international stock-markets in two suc-
cessive years, fund volume rose to € 618 m (+17.8%). At the end of 2001, the total
volume of funds of funds managed by AMG (publicly-traded and special funds of
funds) reacned about € 910.m, zn increase of 11.6% over a year earlier. On 3 Sep-
tember 2001, three regiorj;aﬂ fdnds {MasterFonds Europe, America end Japan) were
launched. These funds aFé_exdus}vely invested in equity funds focusing on the
respective regions. Four montks after launch, the total volume of these funds was
about € 12.9 m. AMG hafé thus opened up major new potential for the future.

Individualised asset management activities for private and institutional customers
were affected by the general weakness of stock markets. Products backed by
capital guarantees were again well received in the market in the previous year, not
least because a larger number of investors showed a greater preference for security.

Jhe capital-guarantee product launched by Bank Austria in the previous year and.-

managed by AMG was placed successfuily.

BANKPRIVAT

BANKPRIVAT AG is the private banking unit of the Bank Austria Creditanstalt
Group. It commenced operations on 2 May 2000 and is the Group's specialist in the
areas of comprehensive investment advice and private banking services for the top
segment of private customers. In a difficult market environment, BANKPRIVAT
succeeded in increasing customer assets under management in 2001 by almast
20% to over € 3 bn. '
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"€ 20.3 bn under management ...

AMG 10%
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Invest 9%
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KAG 12%
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Invest 69%




Private banking services
backed by a large bank

BANKPRIVAT Family Office offers
expetrtise in structuring family
assets aver generations

The success of BANKPRIVAT's strategy is confirmed by the only European private
banking study for 2000/2001. The study was conducted by Pricewaterhouse-
Coopers and included the Austrian market for the first time in the reporting year.
In meeting the specific needs of high net worth individuals, BANKPRIVAT is backed
by the required level of security offered by the Bank Austria Creditanstalt Group.

At the same time, BANKPRIVAT enjoys the independence and flexibility - in terms
of advisory philosophy and selection of products - that are characteristic faatures
of a private banking operation.

Based on the high level of acceptance, BANKPRIVAT prepared the regional
expansicn of its business model: since 1 January 2002, specially trained private
bankers have offered BANKPRIVAT's investment adviscry services also in Austrian
regions outside the Vienna area.

Major activities in 2001 included the expéhsion of BANKPRIVAT's Family Office,
an entirely new concept for Austria. This upit adds value especially by providing
support in'the long-ferm strufflturih'g of farjfﬂty assets while taking legal and tax
issues intd account. In these activities, BANKPRIVAT uses retworks of hignly
gualified internal and international specialistszctivmes outside Austria focus on CEE.

Qutiook

The Asset Management division will continue to pursue its strategy in 2002. At
the product level, this means focusing on those investment alternatives which are

alsorsuitable in times of stock market uncertainty and for-investors whose buying -+ =

decisions are primarily based on market sentiment. Such investment products in-
clude structured products backed by capital guarantees and cash-or-share bonds,
which are issued in close cooperation with HVB to increase the placement volume,
or the Master Fonds and attractive theme funds managed by Capital Invest. After
the successtu! branding policy pursued in the previous year, which involved the
uniform branding and streamlining of the product range, Asset Management is
now ready for the merger of Bank Austria and Creditanstalt with a homogeneous
product offering.
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Corporate Customers

The Bank Austria Creditanstalt Group succeeded in increasing its gross revenues
from domestic corparate customer business. At the same time, the Group achieved
significant cost reductions and developed an efficient sales organisation. On the
other hand, this business segment had 1o bear the brunt of the drastic deterioration
in credit quality - a negative side-effect of its high market share. Overall, net income
contracted significantly in 2001 despite the operative successes, mostly on account
of unforeseeable major insolvencies.

In 2001, net interest income improved by € 60 m or 8.2% to € 787 m - all figures
indicating changes are based on a comparison with the income statement of the
previous year after being adjusted for changes to the group of consolidated

- .- —-companies {“target structure” ). As volume stagnated, this was, on the fending side,.
10 be attributed to slightly better profit margins relative to the reference rate. This,
positive development-for the first time reflects efforts to match the terms and
conditions for loans with customers’ individual creditwaorthiness and the expected
risk. On the ligbilities side, the volume of deposits expanded slightly, while margins}:
continued to come under preésure in 2001, .

The decline of net fee and commission income by € 25 m (8.1%) to €288 m in
2001 is to be seen against a background of the bearish stock market, a fall in
capital market transactions and the impact on the primary markets. Income from
corporate services improved, however. In view of the difficult conditions in 2001,
the 3.5% increase in operating revenues (net interest income, net fee and
commission income and net trading result)-s no-mean achievement, « -

General administrative expenses in this segment were reduced by € 89 m or
14.7% to €516 m in 2001. Besides strict cost management, this was the result of
synergies: international corporate customer activities were conducted jointly by
Bank Austria and Creditanstalt from the very outset, and in Austria the corporate
customer services offered within the framework of the two-brand strategy were
already being supported by common management, settlement and administrative
structures.

On account of the higher net charge for losses on loans and advances - it
burdened the 2001 income statement with € 491 m (an increase of € 196 m or

two thirds more than in the previous year pursuant to the target structure) — and a
decline in net income from investments (- € 34 m to € 4 m), net income before

taxes fell from € 205 m in the previous year to € 83 min 2001. In view of the high
percentage of committed equity capital (38% of total committed equity capital is
allocated to the Corporate Customers segment), the return on equity contracted

e from 11.8% 1o 4.6%. Without & deterioration in credit risk, the return on eguity

N ——
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Key figures —

Domestic Corporate Customers’

€m 2001 2000 Change
in %
Net interest income 787 728 8.2%
Losses on loans ’
and advances ~491 -295 ©6.6%
Net fee and
commission income 288 313 -81%
Net trading result 1 0
General administrative
expenses -516  -605 -14.7%
Balance of : o
other operating
income/expenses 14 26 -46.7% |
Operating profit 83 166 '-50.4% =
Net income from L .
investments -4 37 ~-90.4%
Balance of other : - '
income/expenses -2 1
Amoartisation of goodwill -t © -1 "23%
Net income before taxes 83 205 -39.2%
Share of Group total  13% 26%
Risk-weighted assets
(average — Austrian
Banking Act) 33,675 35094 -40%
1 o-Equity (average) 1818 1,895
Share of Group total  38%  42%
ROE before taxes 46% 11.8%
Cost/income ratio 47.3% 56.7%

1) restated on a pro-forma basis to reflect the

1arget structure

Operative successes veiled by
developments in credit risk




Convergence of credit policy and-
advisory services

Transparency in the rating system
provides a better understanding for
the banks’ risk considerations and
serves as an important guideline for
customers

RIS R

Refined methods for analysis and
active portfolio management, with
recourse to the secondary market

Yoy en

would have risen to 15%. The bank however views the acceptance of risk as an

inherent component of results from lending business.

Business focus in 2007
Instruments of a credit policy appropriate to risk

2001 was characterised by the bank's implementation of risk-adjusted pricing in
its lending business. Prompted especially by the loan losses resulting from difficult
economic conditions, and in anticipation of the revised capital adequacy framework
for European banks (New Basel Capital Accord), the Bank Austria Creditanstalt
Group took a number of measures to align interest income from lending bisiness
with credit -isk. The risk-based margins policy was expanded at the beginning of

- 2002 to include the foreseeable implications of the New Basel Capital Accord.

' Other opera‘;ibnfal measures, including a very restrictive handling of agreed
overdrafts and a rigorous policy of requesting subsequent collateral for existing
unsecured port‘i‘ons of aloan-and limiting fu'tiure unsecured portions, have already
been implemented. Geherallyf the bank aimiio pursue a restrictive credit policy in
the latent risk rating categaries C and D whi{"é:t increasing its portfolia weighting in
the top A/B rating segment. The transparen‘%y of the rating system wilf also help
customers to understand their terms and conditions, and encourage them to seek a
good rating.

The Bank Austria Creditanstalt Group had already reorganised the approval
authority for loans in line with the two-signatires principle and’int close cooperation

“with the central credit risk management unit at the beginning of last year (¢f. Risk

Report on page 179ff). The analytical processes, already used by the bank for many
years, were refined and expanded by the bank’s central risk management unit and
the Accounting division, not only in anticipation of the New Basel Capital Accord. The
database is continuously being updated and enlarged. Shifts in creditworthiness,
whereby borrowers quickly move into poorer risk categories, are 10 be recognised at
an early stage through a new system of indicators. In the future - aside from syndi-
cations in the lending process ~ the structuring of the Group exposure through
portfolio management methods, with recourse to the secondary market and the use

of hedging instruments, will play a much more important role in lending business.

A permanent rating process, resulting in & transparent credit terms policy, and the
availment of a liquid secondary market by creditor banks point to a convergence of
the credit and capital markets. The logic behing the acceptance of risks is the same,
The Bank Austria Creditanstalt Group sees itself as a pioneer in this area in Austria,

———
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Recognising and meeting customer needs

The most recent market survey confirms that the Bank Austria Creditanstalt
Group has further improved the quality of its advisory services, the general quality
of its products and services, and the level of support provided to customers. The
Group has further strengthened its status as a bank of account for medium-sized
enterprises, or as & bank with which they maintain very intensive business relations.
This is even more the case with large companies. In both instances this was achieved
especially threugh international services, whether this is in the form of foreign
payments, export finance and cash management, or through structured financings,

corporate finance and similar products.

We aimto offer decentralised customer services tailored to meet the needs of
‘the respedive market segment. The requirements differ greatly according to th@e
companies’ size. The bank has to take this into account with its offer of products
and services and its sales channel mix in order to take advantage of the respectiv§

earnings potential. For this reason we are promoting the use of standardised

sized enterprises. Besides heiping the bank to operate more efficiently, this strategil
also enables these companies to benefit through the faster and uncomplicateé
settlement of day-to-day business. More staff is then available to personally advise
companies in important issues. Our decentralised approach also. involves intensifying
business operations in those of Austria’s federal provinces where the Bank Austria
_Creditanstalt-Group-is still-underrepresented:- -~ G

Airj.’.thlei.segmemt,of,.medium-sized.and;!arge-companies, the-broadening-of the-equity

-~ “~pase and the achievement of an optimal financing structure — currenty still underesti-
mated - wilt become the mast impartant issue aside from current business in the next
few years. Structured packages made up of credit and capital market components, and
special advisory services and analyses are particularly required in connection with the
major events that characterise the life of a company: acquisitions, takeovers, partner-
ships, the financing of mega projects, venturing into fareign markets, the founding or
spinning-off of subsidiaries, going public, etc. The Bank Austria Creditanstalt Group is
taking this into account with its “integrated corporate finance approach”. The
approach combines the bank’s knowledge of the company based on a long-standing

business relationship, with the credit and capital market expertise of a major inter-

national bank. This means that investment banking facilities of this kind, which are
normally only available for the mega deals of multinational cerporations, can also be
used by medium-sized corporations. In 2001, the Bank Austria Creditanstalt Group
established teams comprising product experts and persons with responsibility for sales.
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Standardisation and use of electronic
sales channels in day-to-day business
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company




Bank Austria and Creditanstalt have
been gaining market shares in the
corporate customer segment since their
integration

These teams identified the bank's corporate customers that could be offered corporate

finance services, and they will actively address these customers.

In 2001, business activities also focusad on establishing a network between com-
panies in our core markets and in the HVB Group throughout the world. For this
purpcse we created Austrian/CEE Desks. International operations developed very
successfully and benefited from the continued restructuring and acquisition activities

of medium-sized corporations.

In view of corporate customers’ increasing aversion to risk, we were in 2001
furthermore very successful in marketing our range of hedging and interest rate

management tocls in a volatile environment.

Expansion of market position, integration of Bank Austria and

Creditanstalt

Market research results show that the Bank Austria Creditanstalt Group has sub-
stantially expanded its lead in the corporate customer segment since the beginning of

the integration process. The share of customers for whom Bank Austria or Creditanstalt

“actas the principal bank of account has risen by 14% between 1996 and 2001 within

the top'SOO range, and by almost one-third among the top 2000 corporations.

The decision to integrate Bank Austria and Creditanstalt to form “Bank Austria
Creditanstalt AG" has been very well received by the customers, but aiso by the

employees, of both banks. The Bank Austria Creditanstalt Group will-therefore be

Bank Austria Creditanstalt Group: main bank of account
for the Austrian business sector

Large campanies
(>€40m) 86%

Medium-sized businesses
(€ 7-40 m) 70%

Small businesses
(€1.5-7m) 44%
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in a position to offer its customers transparent services with a creative and

lean catalogue of products. Business activities already involve the use of proven
products by both banks. For example, Creditanstalt’s BusinessPlanner is being used
at Bank Austria. Preparations are under way for the Austria-wide employment of
the Bank Austria Environmental Loan at Creditanstalt.

The activities of the Corporate Customers division included the implementation
~ of various integration measures in 2001 ahead of the merger of both banks.
Customers which maintain business relationships with both banks (“shared cus-
tomers”} have been assigned one customer adviser through whom they can settle
all their financial transactions. The sales structure was reorganised and streamlined,
which has increased the overall efficiency of market operations. The Bank Aust‘r_i;
Creditanstalt Group has reduced the number of regional offices frorﬁj 24 10 1{1“?
a measure which has resulted in the creation of decentralised competence centres
which operate close to the market. Through shorter decision-taking processes the.
Bank Austria Creditanstalt Group can meet customer needs more ci:uickly arid-
flexibly. The deployment ¢f regional product specialists throughout the érﬁtire Groyé;
_ and credit risk management by decentralised credit departments make it possible

to quickly support corporate customers in the region with professional services. -

The Bank Austria Creditanstalt Group is stepping up the process of expanding
the relationship management between bank and customer in a methodical fashion.
. We are developing our relationship to the customer into a genuine partnership. The
’ miost importént.components are the focused and quick recognition &f customer

needs, the provision of high-quality services tailored to meet precisely these needs,
and maximum flexibility on the part of the customer adviser.

Since 2001, the Bank Austria Creditanstalt Group has been working with the
balanced scorecard management tooi. The BSC supports management and staff at
both the regicnal level and at the head offices so that the bank can meet its
strategic goals (financial, customer, process and employee related goals) more
efficiently, and to make the overall strategy of the business segment transparent for
all concerned.

Product marketing

With regard to investments we issued Value Vision Protected Notes, a product
which was fully in line with the trend towards alternative investment forms with a
capital guarantee. The Notes also offer the opportunity to generate income in times
when financial markets are doing poorly. "Company pension schemes” were a

" focus of marketing activities which continued to be successfully pursued in 2001.

m Corporate Customers

Reorganisation and strean;lining
of the sales network in anticipation
of the merger

From sales-based thinking to a
partnership with the customer

Comprehensive management
via the balanced scorecard




Businessline

BusinessPlanner financial
planning system

POP - “Partner Online Paying”

BusinessNet - the personalised Internet
portal for corporate customers

In the next few months investment business will be decisively influenced by the
planned amendments to Austrian legislation concerning severance payments.

Treasury business continued to develop positively in the year under review. In

2001, a marketing focus was interest rate risk management, with the purpose of
taking account of the increasing concern about interest and exchange rate risk.

Last year saw continued demand for status reports from our business inguiry
office, which also processed a particularly large number of requests for Letters of
Reference. Letters of Reference and status reports are requested electronically,
which saves time.

Electronic banking and financial management

In the year under review, electronic banking activities included the installation of

about 3000 BusinessLine software applications. Customers want not oniy classic

electronic banking products, but also, in increasing measure, comprehensive advice
regarding payment solutions ranging from the Internet to complex cash-pooling

arrangements.

With BusinessPlanner, a software producffor financial planning, the Bank Austria
Creditanstalt Group last year succeeded in distinguishing itself from its competitors
as there are no other financial service providers in the entire German-spezking area
who offer their customers a fully integrated financial planning system.

Internet/BusinessNet o

As Ausfria’s largest banking group, we provided the operators of onli.n;shops
with a new e-commerce payment system in 2001: POP - “Partner Cnline Paying”.
This will enable our Internet banking customers, who number about 300,000, to
pay via the Internet and our corporate customers benefit from new business oppor-
tunities with potential anline shoppers.

In August 2001 we initiated the BusinessNet project, which will be implemented
in the second half of 2002. The personalised BusinessNet Internet porta!l for
corporate customers is a platform designed to meet customers’ specific needs. The
services and products offered by this software are characterised by three pillars:
firstly, a joint platform for communication and documentation, a kind of virtual
office as an initial contact point for diverse functional and hierarchy levels on the
custorner side. Customers can save time by settling their banking transactions such
as payrnents via the second pillar — banking and product functions. The third pillar
offers customers the possibility of assembling all the information from various
sources which they need for their cofnpany or sector. '
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Pulkliic sector/municipalities

Our consistent efforts towards the implementation of terms and conditions
appropriate to risk end market rates were unabie to prevent a decline in volume in
this customer segment in the first six months of the year, but this was more than
offset by developments in the latter half of 2001. New business (financings) in
the municipal sector totalled € 300 m, the largest volume achieved in Austria
in recent years. For the first time, we succeeded in generating a significant volume
of business in Upper Austria, a market where terms and conditions are hotly
contested. Particular attention is also drawn to our financings of outsourced public-
sector activities in Carinthia and Styria with a volume of some € 140 m.

We assumed a very important role in one of the most significant transactions
undertaken by the public sector, which, with a volume of € 2.4 bn, involved the.

sale of residential construction subsidies and the investment of the proceeds by" Pushing ahead with innovative forms of
financing in municipal-related activities

the province of Lower Austria. The bank acted as co-lead manager for the sa e
of the receivables via an asset-backed model and placed a volume of € 400 M
In addition, we won an asset management mandate, which was also for a volumé

o

of € 400 m. = .

Structure of domestic corporate customers
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total credit expected unexpected
portiolio loss loss

m Large companies: .
T - below-average loss probability
(expected risk)
~ high capital requirement for
unexpected loss

D Small and medium-sized enterprises:
- above-average expected risk
:. - lower unexpected risk
(risk fluctuations)

Recourse to private equity, venture
capital and mezzanine financings to
alleviate the shortage of equity capital

Integrated corporate finance

The Bank Austria Creditanstalt Group has shown that its expertise gives it a com-
petitive advantage in the area of structured financings and capital market-based solu-
tions for companies in Austria. In 2001, this strength in the area of complex products
was shaped as a strategy and marketed under the concept of "integrated corporate
finance bank”. This concept stands for a decentralised and customer-oriented inter-
action of a transaction-based investment banking approach and refationship banking.

Core products are project and acquisition financings, structured financings, intro-
ductions to the stock exchange, rating advisory services, mergers & acquisitions,
syndications, private equity, asset-backed securities, and interest and exchange rate

risk management.

This range of products is designed to provide comprehensive and active support
to companies with an annual turnover of over € 40 m. Customers with zn annual’;
turnaver of less than € 40 m are provided with services and products tailored to meet ;;
the specific needs of this customer group, with selective use being made of capital:

market solutions.

The fact that our strategy is on track is reflected in the successful business trans-
actions and higher revenue generated in 2001. We provide innovative and compact .
customer services and advice. Demand for capital market-related corporate finance
products, particularly from Austrian corpcorate customers, increased strongly. By offering
structured credit products together with classic capital market products (bonds, ABS),

we tcok full account of the trend toward comprehensive financing solutions.

Bank Austria Creditanstalt private equity

Equity capital financings (private equity, venture capital) and mezzanine finan-
cings will increase in significance, partly on account of the planned revision of the
capital adequacy requirements for European banks (New Basel Capital Accord).
These financing forms, which complement classic credit financings, will in future
account for an increasingly large share of the financings for Austrian companies.
According to the EVCA (European Venture Capital Association), Austria’s use of such
financing forms accounts for about 0.08% of GDP, which puts it at the tail end of
European countries (EU average 0.38%).

Bank Austria promoted this business segment with the foundation of a wholly-
owned subsidiary in 2001, BA Private Equity GmbH. Besides creating new venture
capital/private equity and mezzanine funds, the company is responsible for the
refinancing of these entities and for supporting the operational funds through
marketing and controlling activities.
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International corporate customers
Multinational Corporates

The Bank Austria Creditanstalt Group further expanded its role as a hub
between the CEE region and the international markets. The uniform relationship
management for large companies operating on an international scale, established
several years ago as an independent unit, was supplemented by a central man-
agement and coordination unit for the Austrian/CEE Desks in Western Europe and
the “Rest of the Warld”. The desks suppori the Group's customers on their way
to Central and Eastern Europe and accompany them to Western Europe and

overseas.

Points of contact were not only network banking and current international
business, but structured products, used especially for the continuing restructurings.
and acquisitions by large companies, ard for optimising the financing structure?
The activities that focused on ABS structures which were arranged’for Sappi, thes
world's leading provider of coated fine paper, in the previ‘o{Js year, werej
subseqguently extended from Europe to include the US market. The total volumeé{

amounts to € 215 m.

We accompanied BBAG Brau-Beteiligungs-AG, Austria’s market leader in the
beer and beverages sector and in second place in Central Europe, as lead manager
in the issuance of a corporate bond by the company with a volume of € 200 m.

Apart from the acquisition of new business, our activities focused on restruc-

+ 'turing existing-positions, measures which=were also taken in anticipation of the

New Basel Capital Accord. The bank suppcrted the major transactions of both
Austrian and foreign companies. For instance, the bank acted as co-arranger in a
syndicated financing involving a total € 750 m for Coca-Cola Hellenic Bottling
Company S.A., the world’s second-largest bottling company of the Coca-Cola
Group whose activities focus on Eastern Europe. Another example was the support
provided to the VA TECHNOLOGIE AG Group, which is active worldwide in the
areas of metallurgy technolagy, hydraulic energy production, energy transmission
and distribution, water technology and industrial services, in the expansion of its
international operations with appropriate equity financings in the amount of € 49 m.
We also accompanied the group in numerous projects located in countries such as
China, Turkey and Vietnam, and provided it with a variety of products specially
tailored to meet its specific needs.
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and the international markets

Demand for structured products
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and acquisitions

Sy e



Bank Austria is the EBRD's Jargest
partner bank for CEE project financings

Export and investment financings,
purchase of accounts receivable -

Global loan agreements with the
European Investment Bank (EIB)

Bank Austria Creditanstalt is the
market leader in financing
medium-sized companies in CEE

Framework agreement with
Kreditanstalt fiir Wiederaufbau (KfwW)

Corporate Finance

We have further expanded our leading position in our core market of Central and
Eastern Eurcpe in the areas of project and corporate finance in close cooperation
with our local subsidiaries. With a total financing velume of more than € 370 m,
Bank Austria is by far the largest partner bank of the EBRD for project and corporate
finance transactions in the region. This successful cooperation also gives Austrian
companies easier access to business opportunities in the CEE region. The Croatian
mobile provider VIP Net, a subsidiary of Mobilkom Austria, serves as a good example
of such cooperation. The original credit facility of € 120 m was increased by € 50 m
in the year under review as a result of favourahle business developments. The EBRD
participated in the initial financing facility and in the increased amount. The leading
position of the Qank Austria Creditanstalt Group in this product field was again
underlined by a large number of mandates and completed projects, such as those
for Croatia’s central electricity supply company. '

We were able to increase our. funding for Austrian exporters and_jnizestment
financing for the export sector to € 5 bn and€ 2.5 bn respectively, despite a difficult
business environment for Austrian ccmpanieé. The corporate finarce approach gives
priority to advisory and structured finance activities. For example, the Bank Austria
Creditanstalt Group accompanied AT&S, the Styrian manufacturer of printed circuit
boards, 1o China and played a leading role n structuring this project with the
integration of refinancing funds provided at favourable terms by Oesterreichische
Kontrolibank, and suctessfully brought the project to the market. Stronger demand
was seen in 2001 for the programme for the purchase of accounts recaivable, a product
specially tailored to meet the needs of our customers.

In 2001, the Bank Austria Creditanstalt Group and the turopean Investment Bank
(EIB) signed global loan agreements in the total amount of € 365 m for Bank Austria
equity interests and subsidiaries in seven countries; Bulgaria, Croatia, the Czech
Repuplic, Hungary, Poland, Romania and Slovenia. The EIB thus provided the Group
in the CEE countries with a total refinancing facility of € 747 m for the investments
of small and medium-sized enterprises (SMEs) and for small infrastructure projects.
The Bank Austria Creditanstalt Group therefore accounts for about one-third of EiB
global loans in Central and Eastern Europe, which makes it market leader in the
region, ahead of major international competitors such as Commerzbank, KBC, Citibank
and ABN Amro. The Bank Austria Creditanstalt Group signed two refinancing
facilities, each for € 300 m, with Kreditanstalt fir Wiederaufoau (KfW). One facility
was for Austria, Italy and Switzerland, and the other for the Group's eguity interests
and subsidiaries in nine CEE countries, These refinancing facilities serve to finance
the-projects of medium-sized- companies.
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International Finance and Syndications

In 2001 we created & syndications unit, which plays a central rcle in the inte-
grated corporate finance strategy that was launched in the same year. The number
of loans that were to be syndicated in the market increased substantially and laid
the foundation for initial success. In the first year of its existence the International
Syndications unit placed over € 300 m-of corperate and bank financings from
" Austria and Central and Eastern Europe in the market. '

In this way, and through our willingness to arrange syndicated loans and manage
underwritings, we increasingly acted as intermediary between customers and
investors an the credit and capital markets. This generated significant commission
business and income. The mandate which we recently received from OMV for a
transaction involving € 500 m underlines the fact that the Bank Austria Credit-
anstalt Group is also internationally competitive at the level of larger corporate
financings. The Bank Austria Creditanstalt Group is ranked near the top of the list;
of Top Arrangers for Central and Eastern Europe, together with HVB in first placé.j"
(IFR January 2002). ' g

International Cash Management

T With a view to supporting companies, financial insttitutions and mutual fund
companies in the creation of a group-wide payments and liquidity management
system which keeps costs at a reasonabie level, Bank Austria Creditanstaht is acting

With a new syndications unit,

Bank Austria Creditanstalt acts as
intermediary between customers and
investors on the credit and capital
markets

“as thé'com'pe'te}"&ce centre for-Austria and Central Eastern-Europe by cooperétmgj? o

with local offices and international partner banks.

In 2001, the Group in this way implemented cross-border euro-pooling solutions
for major multinational companies and assumed responsibility for the payment
transactiors of a number of major fund management companies.

As a payment service centre for customers who want to outsource their pay-
ments activities, the Bank Austria Creditanstalt Group has the task of settling, in a
centralised fashion, all payments which are delivered by customers in a specified
format, and to adjust the format in line with local requirements.

Special products such as Multi~-Channel Account or Multi-Purpose Virtual Bank
support financial institutions with a single~-point-of-entry scheme in gaining easy, fast
and low-cost access to the markets of Central and Eastern Europe. The products in

turn enable the companies to provide their own customers with optimai services.
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Documentary business

Earnings and profits in the documentary business improved despite a difficult

cyclical situation in foreign trade. This was achieved both by enhancing the advisory-

Important services for Austria's foreign  intensive special services such as back-to-back letters of credit and letter-of-credit
trade with a worldwide focus transfers, and by displaying exceptional flexibility in guarantee-related busingss with
the development of solutions to0 meet individual needs (e.g. sales by the Republic of
Austria by way of privatisation, sales of high-guality real estate, guarantees for

‘waste management and retail chains).

The international recognition rate of the Bank Austria Creditanstalt Group is
reflected in the following figures: 58% of the business volume of documentary
business is handied with the Asian region, and the market share among Austrian
customers is about 50%. The consistent servicing of our customers in connection
with the UN Oil for Food Programme for lra}j resulted in an increase in turnover by
480%; we handled more than 30% of thes“e fetters of credit in favour of Austrian
companies. )

in 2001, the bank began participating in a certification programme of the Inter-
national Chamber of Commerce for emplé‘yees involved in classic documentary
business to become CDCS (Certified Documentary Credit Specialist).

Financial Institutions

The activities of the Financial Institutions department focus on supperting the
customer group "banks and sovereigns” on a worldwide basis, especially in regard to
risk ~evaluation. The problem-free settlement of a transacti'o!hf;éﬁd‘ conseqdvé'riﬂ;/”
customer satisfaction, is ensured only with the appropriate correspondent banks in the
individual business segments. In concrete terms, responsibility for risk involves evaluating
the creditworthiness of over 2,000 banks worldwide.

The iotal of 1,833 vostro accounts of banks which are maintained with us under-
line the leading position of the Bank Austria Creditanstalt Group in the area of
foreign payment transactions. OQur core competence activities focus especially on

Important hub function in servicing meeting the needs of banks in Austria and CEE. The Financia! Institutions unit has

banks is reflected both in the an important function as a hub, particularly in the acquisition cf loan mandates
acquisition of loan mandates and

in syndications from banks in the CEE countries (e.g. Nova Ljubljanska banka, SID, BOSCH), but also

in the placement of & loan dum’wg the syndication process. Corporate customer-
induced international business is of course not limited to the core region, but rather
also covers the global trading activities of our corporate customers, The increases in
turnover, especially of export letters of credit, are also attributable to the activities

of the Financial Institutions unit in foreign markets.
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Export finance
in the year under review, the Bank Austria Creditanstalt Group asserted its role as

clear market leader in Austria in the areza of export finance. The volume of outstanding

loans amounted to over € 6 bn. We are therefore numbered amongst the top players

worldwide. Besides the traditional countries such as Turkey, Iran and China, export

finance activities focused especially on regions such as Central and Eastern Europe,  Austrian industry supported worldwide

including Romania, and on Latin America, Africa and the Philippines. The bank's Via buyer financings

activities included acting as arranger and syndicate leader of an internationa! banking

consertium which financed a major inirastructure project of the Istanbu! gublic

transport authority in Turkey. 55 tram carriages will be delivered by Bombardier Wien AG

for a total contract value of € 85.2 m. The transaction is covered by Oesterreichische

Kontrollbank AG (OeKB) as lead insurer, and by reinsurance agreements concluded

with other government export insurance agencies. : -
The Bank Austria Creditanstalt Group also signed a loan agreement for € 32 m, which

is covered by OeKB, with the Viethamese Ministry of Finance for the long-term financing
of a drinking-water and waste-water project. The West Lake Hanci projact, realised oy

the Vienna Engineering & Environmental Consortium, which consists of VA Tech, Wabag
Austria and Wien Kanal, is by fér the largest Austrian export project to Vietnam ever. At
the end of the year the Bank Austria Creditanstalt Group also succeeded in signing foan
agreements with Pakistan’s Finance Ministry for three railway projects involving a total
amount of £17.5m, the firs_t ever such financings to Pakistqn from Austria. Loan agree-
merfgs_i/vere concluced with Venezuela's Finance Ministrygfor an amount of € 70 m for
vehicie-reiated deiiveries. Cover is provided by government agendies (including OeKB and
the Polish export insurance agency KUKE) and private export insurance comganies,

The growing relevance of the private insurance market for the realisation of export
projects in buyer-based export financing applies in particular to markets such as Turkey,

Iran and Venezuela. The significance of private insurance companies was taken into  Close cooperation with CEE
subsidiaries - advantages from

account by the establishment of a Private Insurance Desk for international export and
multi-sourcing

trade financing activities. The Bank Austria Creditanstalt Group has signed nine
agreements with Chinese banks, comprising CEE cooperation agreements, giobal

credit agreements and agreements for individual loans.

Cooperation with the Group's CEE subsidiaries was deepened, especially in connec-
tion with the local government export insurance agencies such as the Czech Republic’s
EGAP or Poland's KUKE.

The international business of Bank Austria Handelsbank AG was integrated in Bank

Austria in the first half of 2001. The international operations of SKWB Schoellerbank
were transferred to the Bank Austria Creditanstalt Group in the third quarter of 2001.
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Austria’s leading leasing company.
CEE already accounts for two thirds
of new business volume

New volume of business of
Bank Austria Creditanstalt
~Leasing in 2001
in % by segments

Vehicles
domestic 9%

i
Equipment /\(' [
dorinestqcb 19% AN 5

. Real estate - Lo
“re'domestic 179%

Foreign subsidiaries
and joint
ventures 64%

Leasing business

Bank Austria Creditanstalt Leasing stabilised its leading position in Austria and the
markets of Central and Eastern Eurcpe in the year under review. Austria‘s leading

leasing company continued the good performance of the previous year despite the

slowdown in economic growth: new business generated by the Bank Austria Credit-
anstalt Leasing Group in 2001, including joint ventures, exceeded € 1.5 bn.

The company’s international business operations made a substantial contribution
1o the good results. On account of tax benefits, leasing is becoming increasingly popular
in Central ard Eastern Europe compared with the direct purchase of a vehicle or classic
financing methods. With a volume of new business that reached almost € 1 bn, the
Bank Austria Creditanstalt Leasing Group generated two thirds of the total volume
of new business in Central and Eastern Europ',é with its foreign subsidiaries and joint
ventures, Motar vehicle leasing accounts for thezbulk of this new business with € 500 m,
followed by equipment and real estate 1easing§operations. In 2001, new business from
real estate leasing in Austria totalled € 256 m Commercial property accounted for
669% of all new domestic business, followad by office bhildings _{/vit_h'a share of almost
20%. The volume of new domestic business m the area of equipment leasing totalled
€ 145 m (excluding cross-border business), ;:which matched the high level of the
previous year. New business in vehicle Ieasmg reached a volume of € 132 m, which
was well below the 2000 figure. This is attributable largely to the sharp fall in the
number of newly-licensed vehicles and a.saturated lorry market..

In tha CEE countries, Austria’s leading provider-of.leasing sérvices. offers.Iocal
leasing services through its subsidiary compantes and joint ventures. Business
partners and customers alike benefit from the company’s thorough knowledge of
the market and its fong-standing market presence. Customers are offered a broad
range of services in the areas of real estate, equipment and vehicle leasing via a
comprehensive network that covers Croatia, the Czech Republic, Hungary, Italy,
Poland, Romania, Slovakia and Sfovenia. The Bank Austria Creditanstalt Leasing
Group's real estate services offer customers professional business location analyses,
construction management and the settlement of a project from beginning to end,
in addition to financings taitored to suit individual needs.

The new brand name HVB Leasing is currently being introduced for the subsidiary
companies of Bank Austria Creditanstalt Leasing. The company is already success-
fully operating under the new name HVB Leasing in Croatia, the Czech Repubilic,
Hungary and Slovakia. The Bank Austria Creditanstalt Leasing Group is adhering to
its strategy of being among at least the top 3 companies in each country In the core
markets of Central and Eastern Europe in the medium term.
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CA B Corporate Finance Beratungs Gesmbi

in 2001, CA IB Investmentbank was restructured in line with the HVB Group’s
integrated corporate finance approach. While equities-related business, comprising
trading activities, sales and research, was integrated in Bank Austria, a new
company specialising in strategic business consulting was created with the
establishment of CA 1B Corporate Finance Beratungs GesmbH, which is based in
Vienna. The CA IB Corporate Finance netwark comprises offices in twelve Central
and Eastern European capitals. These offices are supported by specialists in Vienna

and London.

CA 1B Corporate Finance commenced its business activities with full order books.
In the core markets of Austria and Central and Eastern Europe there is still
considerable demand for specialist services in the areas of mergers & acquisitions,
privatisations and new issues. With a fee volume that amounted to about € 31 m
for the 2001 business year, CA B's corporate finance activities again exceeded
expectations, especiaHylas.these favourable results enabled the company to gair%
_additionzl shares in a shrinking market. The cu}rent level of mandates indicates thai

2002 may also be a promising year in this regard. .

One of the most significant transactions in 2001 was the sale of Macedonia’s
telecommunications monopoly Mzkedonski Telekomunikacii to a consortium led by
Hungary's MATAV. The buyers, who were advised by CA iB, raised € 343 m for this
acquisition. The most prestigious deal in the Czech Republic was the takeover of
the publicly traded compamyrée.ské'Rad{okomunikate by Bividecn, a transaction
where we advised the buyers. CA IB’s activities in Poland included accompanying
two major customers fram the (T industry. Softbank availed itself of the expertise
of CA IB when it sold its Internet business to the TeleDanmark Group. Prokom

Software was advised by CA 1B when it issued its convertible bond.

CA 1B's consulting services supported Estonia’s Hansabank in the acquisition of
Lithuania’s Savings 8ank (LTB), and they assisted the Sun Interbrew subsidiary
Cantorne Trading in the sale of Ukraine’s Krym beverages group. CA I8 executed a
number of advisory mandates on behalf of the Bank Austria Creditanstalt Group in

the financial sector in Central and Eastern Europe.

Despite dampened issuing activity on the Austrian stock market, CA (B also
received an important mandate in Austria in connection with the capital increase
of EVN via the Vienna Stock Exchange. Euromoney acknowledged the corporate
finance activities of CA (B with “Awards of Excellence” far the company’s units in
Bulgaria and Hungary in 2001.

78 Corporate Customers

CA B Corporate Finance provides -
consulting services for mergers

& acquisitions, privatiéations

and new issues. Activities focus

on CEE countries, with tweive offices;
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Key figures - international Markets

€m 2001

2000 Change

Cost/income ratio

51.6% 131.9%

in%
Net interest income 174 7 >100%
Losses on loans
and advances 0 5 -100%
Net fee and
commission income 29 44 -34%
Net trading result 74 7 5%
General administrative
expenses -146 -184 -21%
Balance of
other operating
incomelexpenses 5 1M -57%
Qperating profit 137 -40 na.
Net income from .
investments 36 84 -57%
Balance of other
income/fexpenses -1 -1 -23%
Amortisation of goodwill -8 -6 20%
Net income before taxes 165 37 »>100%
Share of Group total  25% 5%

Risk-weighted assets
(average - Austrian
Banking Act) 4241 5997 -29%
Equity {average) 229 324

5 Shareof Group tota! * $% 7%
ROE before taxes MN.8% 11.5%

1) restated on a pro-forma basis to reflect the

target structure

market environment

---Successful year.in.a.volatile

International Markets

The International Markets (INM) business segment gives customers of the
Bank Austria Creditanstalt Group access to the international financial markets. The
trading teams operate across the whole spectrum of activities, from maoney/foreign
exchange/fixed income to equities, on the primary and secondary markets and in
the area of derivative products. They support the other business segments in
Austriz and Central and Eastern Europe, and engage in trading for their own
account. The teams are counterparts in the HVB Group with responsibility for the
CEE markets. The tasks of INM within the bank also include asset/liability manage-
ment - results from maturity transformation are assigned to INM and not to the
individual divisions — and supporting corporate customer services with electronic
media, special trading desks for customers, and research.

International Markets cooperates closely:with the corresponding departments
of the HVB Group. Priority is given to maintaining close contact with customers,
especially with large companies.

The.extensive restructuring measures hé}%e also affected INM. In line with the
Bank of the Regions concept, several tra&;jr?u_g teams of the former international
units of the Bank Austria Creditanstalt Gro’dfn were transferred to HV8 where they
continue to pursue their activities as beforé, whilst additionally benefiting from the
reputation and the placement power of & major capital markeat piayer.

in 2001 we completely restructured the activities of CA B Investmentbank
Aktiengesellschaft. The eguity trading activities of CA IB were combined with those

.of Bank Austria to enable us.to. operate 353 single:entity &R the market. In this

way, Bank Austria managed to further expand its dominant position on the Vienna
Stock Exchange. Consulting activities {M&A, advisory services for privatisations and
new issues) will in future be conducted by the newly-founded company CA 1B
Corporate Finance Beratungs GesmbH,

Record performance in 2001

The business segment International Markets achieved a net income before taxes
of € 165 m. This is four and a half times the figure of the previous year (adjusted

for restructuring measures). With 5% of total equity capital allocated to this =

segment, International Markets accounted for 25% of overall results before taxes.

Return on equity increased to over 70%.

The results achieved by International Markets are each year reflected in the
various earnings components in line with market developments. in 2001, the "year
of bends”, net interest income was by far the most important item, rising from €7 m
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to € 174 m. Net fee and commission income (-34% to € 28 m) and the net trading
result (-5% to € 74 m) generated by the INM segment declined in 2001, which
mirrored the difficult stock market conditions. The cutstanding result was also
boosted by a reduction in general administrative expenses, partly a consequence of
synergies from the integration of CA (8. All treasury departments contributed to

these excellent developments.

Asset/liability management

The asset/liability management unit tock advantage of the steeper yield curve
with regard to maturity transformation. [n this connection the heavy market
fluctuations required sound risk management. The downturn of the world economy
and the general market conditions led to a highly volatile euro interest market. The
refinancing costs for-banks increased in the course of the year. In light of these
developments, the further improvement of the structural liquidity position by
means of a balanced refinancing plan is a remarkable achievement.

New issues

While 2001 was also diff‘icuit year for syndications and new issue business, the
Bank Austria Creditanstalt Group was able to turn in a good performance. The
structural shift from equities to bonds (particularly corporate bonds) reflects market
trends. Highlights of issuing activity inciuded the € 200 m bond of BBAG, which
Bank Austria successiully placed as lead manager. The bank also successfully
executed a‘filimber of share fransactions, ’a.esBifévdifi‘icult market conditions. One
such transaction was the sale of the QIAG holding in Flughafen Wien, where the
bank acted as joint lead manager.

In Central and Eastern Europe, Bank Austria, as co-lead manager, participated
in the issue of two bonds on behalf of the City of Moscow for a total amount of
€ 750 m. The funds raised through these issues are being used in large part to
finance infrastructure measures. Bank Austria also co-lead managed the € 125 m
bond issue of Romania’s Petrom, and was senior co-lead manager for the Polish
Oil & Gas bond issue which, with a volume of € 800 m, was one of the largest
corporate bonds to be launched in Central and Eastern Europe.

s .
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Stock markets slide

Changes in important market indices

in % over previous year 2001 2000
Global stock market " -17.7 ~16.4
of which TMT ? -29.9 ~40.7
U.S.: DJ Industrial -7 -12.5
Nasdagq Composite =211 ~-39.3
Japan: Nikkei 225 -235 -272
Euroland DJ EuraStoxx -19.7 -59
fasdag -67.1 ~56.7
IBIS-DAX -19.8 =15
Nemax all share -59.9 -403
ATX +6.2 -10.4
CECE Index (CEE exchanges) -20.3 -94

1) Thomson Financial Datastream
2) Technology, media, tetecom

Competence centre for CEE currencies

Equity trading

The slide in prices on the world's stock markets, which commenced in March
2000, continued unabated in 2001 after stabilising temporarily in the spring. Not only
the growth markets and TMT segments, but also the traditional markets, including
even the broad-based indices, continued their consolidation process for the second
consecutive year with price declines in the two-digit range (see table on the left).

The Vienna stock market was one of the few markets which could point to a
positive development. Telekom Austria, the index heavyweight in the ATX, turned
in the best performarce of all European telecom shares during the year. The
Austrian market was slack, nevertheless, as there were only few new issues and the
market was languishing for fresh capital. Thé reduction of the share weightings in
portfolios in favour of other investment forms also adversely affected stock market

develbpments‘

Although the markets in :Central and Eastern Europe were not able to completely
protect themselves from the developments of_giobaf markets, they are generally still
considered to offer attractive investment opportunities. Qur brokerage companies
succeeded in further strengthening their market position in this environment.

Foreign exchange

Foreign exchange trading activities denominated in the major currencies was
characterised by a weakening of the euro against the US dollar in the first six
months of thesyear whenit:becameiapparent that the economic downturn would
not be limited to the U.S. The EUR/USD rate settled at 0.90 in the latter half of
2001. The Swiss franc lived up to its image as a safe haven and strengthened
agéir\st the euro.

On the CEE markets, the most significant features in the first half of 2001 were
the strength of the Polish zloty, the Czech crown and the Hungarian forint. In the
middle of the year there were signs of a deterioration of the macroecanomic
indicators and that the worldwide recession was also spreading to the CEE region.
The growing nervousness in Latin America spread to the emerging European
markets, and the zloty, within fourteen days, experienced a downward correction
of more than 10% shortly after the end of the first half-year. The forint was also
affected by these developments, but it was also initially boosted by the liberalisation
measures. The local currencies in CEE strengthened again as the year progressed,
despite the tragic events in the U.S. in September and the growing threat of
Argentina defaulting on its debt. The zloty appreciated by 9% against the euro, the
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forint by 7%, the Czech crown by 9% and the Slovak crown by 3%. The smaller Foreign exchange
markets in the region also remained stable against the euro. For example, Croatia’s  trading profit
kuna appreciated by 4% against the euro, while the Slovenian tolar depreciated by

2.8%, and the Bulgarian lev remained unchanged as it was pegged to the euro. em

The promotion of an innovative trading tool (www.treasury.at) was designed to 200
increase proximity to customers. The tool makes it possible for corporate customers,
banks and institutiona! investors to conduct foreign exchange trading activities 150
easily and safely via the Internet. The FX Trader is especially suited for medium-sized
enterprises which do not have access to sophisticated trading facilities; this tool 190
ensures the professional execution of foreign exchange trading transactions.

so—g

Money markets

Money market business benefited from the continued reductions in interest rates 0 J

as the fixed-interest rate approach adopted for assets-side business proved to be the 1998 1999 2000 2001

right strategy in this environment. The expansion of our repo business and trading

activities which involved other collateralised instruments reduced exposure to risk: ‘

Trading in derivative instruments was stepped up and greater emphasis was p|acec§ Good business relations maintained
on the bank’s role as market maker. The good business relations maintained with  With central banks in CEE
central banks above all in Central and Eastern Europe underline the significance of

the Bank Austria Creditanstalt Group in this strategically important region.

. JFixed income .. : “

Bond issue operations proved 1o be a reliable source of income in the volatile
market environment. In business denominated in the major currencies, it was ahove
all structured bond products and corporate bonds which generated revenue well in
excess of the budget figure for 2001.

Developments that should be mentioned are the initial growth of the bond

market and the related swap market in Hungary. Bond issue operations are also  Structured bond products
denominated in the major currencies.
CEE bond and swap markets
experience an upturn

playing an increasingly significant role in non-core markets: Egypt launched its first
euro-denominated bond, Romania placed a bond with a maturity to 2008, and the
market in Russia performed significantly better than the emerging European
markets. The currency crisis in Turkey, however, was a setback for those market
players who had ignored the emerging markets status of that country.
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Market share gains through expertise
in structured bond products

Emerging Markets Investments again
outperforms the benchmark

Overall return on emerging markets bonds
(price plus coupon, accumulated)

— Total

== Turkey

== Poland

<> Argentina

== Euro zone (in U5D)

Customer business

Efforts to further improve the quality of customer services focused on providing -
solutions tailored to meet customers’ individual needs. Increases in business volume
were particularly apparent in the area of bond issues, where there was stronger
demand for structured bond products. The Group succeeded in expanding its
market share of customer business.

fn the year under review, customers took advantage of the high rates of the
Japanese yen and Swiss franc for foreign-currency financings. After an exchange
rate correction towards the end of the year, they shifted to the euro and US dollar.

Emerging Markets Investments

The defensive and differentiated investment policy of the Emerging Markets
Investments unit paid off in 2001. The porffolio did not contain any Argentinian
séwr_ities_; the Brazil weighting was substa h;ially reduced and the emphasis was on
low-risk securities. A numbér of proteciive ;frategies that were applied in a focused
approach cushioned the impact of the weak market. The 26% increase in the
return oq_iinvestment from proprietary trading is well above the market's EMBI+
benchmark. Following the outstanding performance of the previous two years, the
Emerging Markets {nvestments unit once again succeeded in making a significant
contribution to results for 2007.

" Diverging emerging markets
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Central and Eastern Europe (CEE)

With the new definition of the CEE business segment in 2001, the former Inter-
national Business segment was refocused on the strategic task of developing the
... core market of Central and Eastern Europe fer the HVB Group. As agreed in the
Bank of the Regions Agreement, the CEE banking subsidiaries of HypoVereinsbank
in Poland, the Czech Republic, Hungary and Slovakia were merged with the
respective units of the Bank Austria Creditanstalt Group. HVB's branch in Croatia
was integrated into the local subsidiary of Bank Austria, and the Bulgarian branch
of HVB was transferred to a newly established banking subsidiary. Measured by
total assets, a business volume of just under € 8 bn was transferred to the units of
the Bank Austria Creditanstalt Group in Central and Eastern Europe. The bank’s
busmess volume in CEE thus rose by more than one half

Austrla/CEE core market They contmue to be avai Iable 1o our Lcustomers under
the banner of HVB's-local units. Austrian/c EE Desks were set up fo establish and

encourage contacts,~.in both dlrect|ons from A+CEE to the HVB Groups global_

network and vice versa

Business operations were not affected by these structural changes durmg 2001.

ftis true that in the course of the year, the worldWIde economic slowdown started
‘[ also to have an impact on the CEE countries. But for a growth market like CEE, this
only meant that the rate of economic growth in 2001 was lower than the trend

. rate. Given weak external demand and the internal changes at the unit of thy

Bank Austria Creditanstalt Groap it is all the more Termarkable that the CEE busi-
ness segment again performed well. This is an indication of the strong momentum
of the structural catching-up process in the CEE countries, as well as proof of the
motivation derived by our regional banks from the growth prospects.

From now on, the business segmient comprises only the CEE subsidiaries and the
Vienna-based central functions for this segment. To provide a basis for a meaning-
ful comparison, the previous year's results have been adjusted for transfer-related
changes in the group of consclidated companies (see table on this page). Exchange
rate movements against the euro had a significant impact on the balance sheet and
the income statement in 2001. As a rule, the effects of higher rates of inflation and

' declihing exchange rates offset each other (with some fluctuations) in the medium
term. But in 2001, the CEE currencies appreciated by up to 10% between the

balance sheet dates (see charts on page 89).
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Key figures - CEE

€m 2001 2000! Change
in %

Net interest income 758 SB0 306%

Losses an loans

and advances ~119 -110 8.0%

Net fee and

commission incame 269 231 164%

Net trading result 101 168 -394%

General administrative

expenses ~779 -655 18.8%

Balance of

ather operating

" -'m:cmelexpenses B R

Operatmg proﬁt N 2‘1_5“

Net income from : L
investments -17 33 —150.9%
Balance of other - N
income/expenses -2 -3 —44 4%_
Amortisation of goodwill -35 - 30 _16.0%
Netincome before taxes 162 . 182.-11.1%
Share of Group total  25%  23%...
Risk-weighted assets
{average - Austrian
Banking Act) 12,430 11,417 9%
Equity (average) 671 617
_ Shareof Grouptotal. . 14%  14%m.. :
ROE before taxes 24.1% 29.5%
Cost/income ratio 70.0% 63.1%

1) restated on a pro-forma basis to reflect the

target structure

Segment reporting:

comparison with pro-forma figures
adjusted for structural effects.
Exchange rate changes have an impact

on income statement
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In 2001, net interest income rose by € 178 m (31%) to € 758 m. As the net
charge for losses on loans and advances rose at a disproportionately low rate (by
8% to € 119 m), net interest income after losses on ioans and advances increased
by 36%. Net fee and commission income (€ 269 m) was also significantly higher
39% to
€ 101 m). Operating revenues were up by 17% to reach € 1,113 m, accounting for

than in the previous year (+16%), while the net trading result declined (-

28% of the total figure for the Group. General administrative expenses rose by
19% to € 77% m, but remained unchanged in local currency terms.

The operating profit for 2001 increased by 18% to € 215 m, representing 39%
of the Group’s total operating profit. Results were affected mainly by technical

. factors relating to investments and amortrsatvonvof goodwnl For this reason, net

of 24.1%, after 29.5% in the prewous yea

Most ex&ewsuve metwwk @{P amy h ank m CEE

Considering the numerous structura! changes that took place durmg the year
the profit performance in 2007 was very strong Even more important is the fact
that we broadened our business base for the long term with the new structure,
Having completed the structural changes, we can continue to pursue our current

_business activities on the basis of a S\gnmcantly stronger market osmon m all

Countries. This step into new dimensions is the“résult of a long deve p ent

Immediately after the opening of the markets in Central and Eastern Europe, in
1980, Bank Austria and Creditanstalt entered individual countries, depending on
prevailing legal and economic conditions. Over the past decade, the commitment
to CEE has been strengthened and developed pragmatically step by step, via
representative offices and étrategic bridgeheads, through efforts to develop local
business even under difficult political and economic circumstances. (n 2000, the
bank defined “Austria and CEE" as its home market. Having joined forces with
HypcVereinsbank, Bank Austria is now in a position to move ahead in the CEE
countries much faster ~ backed by the strength of Europe’s third-largest bank, with
capital resources of € 42 bn providing a strong base for bearing risk, and with the
standing and placement power of @ major player in the financial markets.
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This development has resuited in the most extensive banking netwerk operated
by any international bank in Central and Eastern Europe. Combined total assets
amount to € 21 bn. Market share in the individual countries ranges between 4%
and 10%, the objective being 10% in the region as a whole. The CEE subsidiaries
have 18,000 employees, who serve over 2.2 million customers at more than
700 offices. The Bank Austria Creditanstalt Group operates in the following
countries: Bulgaria, Croatia, the Czech Republic, Hungary, Poland, Romania, Slovakia,
Slovenia and Yugoslavia (operational since Novernber 2001). In December 2001, &
representative office was opened in Bosnia and Herzegovina.

CEE strategy: Gmm@@vumg the convergence pProcess

The‘commltment of the Bank, Austrra Credrtamtalt Group and the HVB Group to
: 13 We_ aim.10, have a bankmg strucrure

_suiting the ir‘igr»easingly.im grated Europe, Cohvergnnce betwaen the two parts of
Europe, which Wgre égparétgrj"rdr along.time, is achieved through trade as well as
business links and the exch‘é'rrgg Qf}(ideasn ’

“Today, after difficult yéa?’s of systemrréns_fdri""nétion and a radical reorientation
of. foreign trade flows tow‘rardsﬁt'hg West —.70% of all CEE exports go to the
Eurcpean Union - the CEE countriés find themselves integrated into the European
economy. This is the basis for providing services to the business sector. Qur network

which we make available in this context has special strengths: a broad knowledge

local. Our business model links up banks that serve lo mpanie

The CEE countries are now entering a new phase regarding the division of
fabour. In.many places, they have advanced beyond “extended workbench” status:
new industrial clusters are emerging in densely populated areas. This has also inten-
sified links between companies, which take the form of international acquisitions,
partnerships, mergers. As a result, demand for investment and project finance is
growing. Already now, this provides good opportunities for advisory services in the
areas of M&A and privatisation. Finance departments of young CEE companies are
managed professionally. The competitive advantages of the Bank Austria Credit-
anstalt Group as a partner result from its knowledge of customers and its corporate
finance know-how as a recognised international player. The bank is number one for
international financing in Eastern Europe. #t is the leading bank partner of the EBRD

and the EiB for this region and, together with KfW, it has launched pragrammes
supporting small and medium-sized businesses.

30 | Central and £astarn Surope

- of local conditions and a local customer base served over many years. All busmess is |

The most extensive banking network in-
CEE of any international banking group

Banking structure forthe incres ]
integrated Europe

Ahub linking German-speaking Y R B
countries and CEE . o

Growing links between companies

Market leader in the region with
carparate finance services and
international financing, within the
framework of the pre-accession strategy




One of the objectives of national econemic pclicies in the countries of Central
and Eastern Europe is to develop local banking and financial markets; the con-
ditions created by these policies have attracted international banks (in farge CEE

Banking and finance - infrastructure countries, international banks account for between one-half and two-thirds of
for the regional economy aggregate total assets in the banking sector). Measured against the non-financial
sectors of the economy, banking has not yet reached the levels that are character-

Development of local banking sector istic of developed industria! countries. In CEE, financial intermediation {aggregate
in line with local requirements but
benefiting from international
know-how transfer

total assets of banks as a proportion of annual GDP) averages about 70%; this
compares with 260% for the European Union. These figures suggest considerable
potential for growth in the banking sector. With its regicnal banking subsidiaries,
the Bank Austria Creditanst alt Group takes a differentiated approach to this Lask

'A simple. overmght roll-ou Westem styl y§tems is not possiblé.

"CEE tountnes % ST Bank of the*"Reg n responding 1o: loca! cuftural and o
reorientation of

economic diversity. This enables regional ! banks to develop their business in their
foreign trade

respective markets with entrepreneurlal mltfat«ve and to serve their customers in
the'regional style. The banks operate lndependently, though within binding Group

€bn
100 ‘guidelines and on the ba5|s of central management of capital resources and central
tisk management. Decentralised:units. servmg customers are supported by supra-
B 84 regional structures and & joint orgamsatnonal and IT platform. This approach ensures
. swift know-how transfer adjusted to local conditions, and the implementation of
60 +450% the HVB Group's business performance standards.

58%*

—xo» Inline with our business pol cy, the - relanvely dlsparate - CEE erea is divided
into two-regions: in region 1 we operate as a umversal bank wnth an extensive net-

work in Poland and a strong presence in the Czech Republic, Slovakia and Hungary

44% i 12°/ 7 focusing on growth segments. In the countries of region 2 - including Croatia,
T
1988 - 2000 Slovenia, Bulgaria, Romania, Yugosiavia, Bosnia and Herzegovina — we pursue an
ambitious niche policy. The Group will continue its expansion through organic
Exports of CEE-5 countries growth or targeted acquisitions.
[ ] tothe European union The Bank Austria Creditanstalt Group views its commitment to CEE largely but

[] to Eastern Europe not exclusively from a business perspective. Strengthening peace in Europe, using

o regional diversity and creativity, and widening cultural horizons have always been

*) a5 2 percentage of total exports additional considerations in the bank’s activities. On numerous occasions and at
numerous events, the Bank Austria Creditanstalt Group has endeavoured tc con-
vince the public of the mutual positive effects of EU enlargement on prosperity, and

the bank has always advocated cultural exchange.
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We expect that EU accession will provide an additional economic and social
impetus to-the entire CEE region, as was the case in earlier enfargement rounds.
As soon as a date for accession is fixed, convergence will also accelerate in the

monetary sector.

Regional development within Group-wide standards

The Bank of the Regions concept is reflected in the international branding
strategy impiemented in 2001 together with the structural changes in CEE.
“HVB Group”, the international brand name, stands for the commitment to
performance and the quality standards of a major international bank. As the CEE
banking subsidiaries — with the exception of Poland - do not enjoy a high degree

of local market penetration:as-a retail bank with-an established brand name, their

e
)
" Baltic states L AT Russia and
' served by Vergirs- Ukraine served by

. und Westbank HypaVereinsbank

170t regional «character and membership in the -

New branding policy implemented

Bank of the Reéiohé in CEE ‘v::‘.; ’

D Region 1 E Region 2

Number  Total assets

of offices in€m
" peiand 637 ... 13111 ™
Czech Republic . 24 3,920
Slovakia 12 766
— Hungary 33 2,199
o~ Romania 3 280
o Slovenia 5 591
S Croatia 5 409
Bosnia and Herzegovina 1 representative office
Yugoslavia 1 33
Bulgaria 3 108
T TN
/
. o N
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At the beginning of the year, the project managers of the integration team pre-
Project management and pared detailed medium-term development plans for expected costs and synergies.
strategy controlling Ongoing monitoring of project progress, and comparisons of actual effects with
projected figures, ensured that constant attention was given to the projections. In

2001, actual synergy effects for the CEE region even exceeded the planned figures.

Local integration projects were supported by a number of measures. New con-
Loca! integration projects with troling instruments are used to present the development of banking subsidiaries in
standardised controlling instruments  ; gtandardised form across the CEE area. This goes hand in hand with systematic

segmehtation of the customer base in line with Group-wide standards.

The integration projects also provided an opportunity to implement a consistent
CEE-wide organisational structure, taking account of the different size and business

“»policies oflocal subsidiaries. At the same time, appointments to the management » =%

‘;boa'ﬁd'ahailmanagefial positions-at lower levels were made. -
. As a result of the integration process, the banking subsidiaries in the various CEE -
Compatible organisational structures ‘countries now have a substantially broade&'business base. They are major players.- -
across CEE, appointments to topand . i their [Gtal markets and they are highly a{apreciated business partners, especially”
second management levels completed - - S . N - N &
. ) . as members cf an international banking network. We have redefined our sales

'strategieé for corporate customers and in retail banking in line with this new
significant role. In this context we have taken a country-by-country approach with
due regard to regional market characteristics and to the differences in the starting
position of our merged units. '

Partly in response to-legal requirements'and partly to meet standards established |
by ourselves, we have made arrangements to ensure compliance‘with regulations
concerning money laundering and insider trading. These measures related to the
organisational structure of local units and included a review of internal rules and
Drocesses.
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The CEE Banking Subsidiaries in 2001

Poland

As domestic and foreign demand grew at lower rates in 2007, Poland saw its
GDP growth fall below the 2% mark for the first time since 1991. For 2002,
gconomic growth is expected to be lower than 1%. The reasons for this significant
slowdown in Poland's economic performance are a difficult international environ-
ment, a restrictive monetary policy, and the Polish economy’s over-expansion in the

_ years from 1997 onwards. Based on strong foreign demand, GDP growth in 2000

Lok

was 4%. But since the beginning of 2001, external trade has increasingly Jost its
growth-boosting effect.

Affected by the increasingly difficult economic environment, the growth of
deposits decelerated to a rate of 12%, and lendings also rose more slowly, by 10%.

Following a strong expansion of deposits and loans in the Polish banking, market i Ain,
- .the high-growth period from 1996 to 2000 — with average rates of 24%, and 28%, :
_ respectively - slower growth was a significant factor that led to the weaker trends

‘ “ in total assets and earnings of Polish banks.

IR

Bank Austria focuses on its core markets and core competencies in. Austria and

CEE. Pari of this process was the legal merger of the subsidiaries of B’é‘hk"Au;tria :

and HVB in Poland. The ambitious time schedule was met despite the extensive
approval procedures that were required. BPH acquired the assets and liabilities of
PBK. in return, BPH shares held by HVB are transferred to Bank Austria. The legal
merger of the two banks was completed on schedule with the entry in the Polish
Reglster of Compames on 31 December 2001

The bank has its registered offlce in Krakéw, central functions are Iocated in
Warsaw and Krakdw. The name of the joint bank is Bank Przemysfowo-Handlowy
PBK Spdlka Akcyjna (abbreviated to BPH PBK S.A.). A new brand name is planned
to be introduced in the course of the systems merger.

As at 31 December 2001, Bank Austria held 33.60% of the shares in BPH PBK
S.A. After completion of the integration and the transfer of the remaining shares
from HVB, Bank Austria’s interest will rise to 71.11%. 20.06% of the shares in BPH
PBK S.A. are free float, the company’s shares are listed on the Warsaw Stock
Exchange. A total of 5.15% is held under a GDR programme; the Polish Treasury
continues to hold a 3.68% interest.

Shares in BPH PBK S.A. have been listed on the Warsaw Stock Exchange (WSE)
since 10 January 2002. The bank enjoys the third-largest market capitalisation and
the second-largest free float of all companies listed on the WSE. In 2001, the bank
had 637 offices and a market share of 11% in Peland. Data systems will be fully
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* which business volumeé is growing.

integrated by the end of 2002 and overlaps in the largely complementary branch

retworks will be eliminated.

The merger gives BPH PBK S.A. a strong starting position. It enhances the bank’s
competitiveness and will lead to significant cost reductions in the medium term.
Staff numbers will decline considerably by the end of 2004.

The bank’s target groups are medium-sized and large Polish companies
and international corporates served by the HVB Group. Through its subsidiary
HypoVereinsbank Hipoteczny S.A., the bank aims to achieve a leading market
position in real estate and mortgage business. In the Treasury and international
Markets division, the bank aims to gain market share among institutional
customers. The new bank will substantially widen its retail customer base and offer
solutions to meet the specific needs of medium-sized companies,

R PR
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Customers of BPH PBK S.A. already bene;fit from improved services: since April
2001, they have had free ‘access 10 an ext‘énded joint ATM ‘network. The bank's
common call centre, operational since Sepf}er‘nber last year, acquired 51,000 cus-
tomers in the first four months, Joint interfiet banking services have been offered
since the begirning of 2002. ' C

The bark is in the process of setting up 27 Corporate Centres in various Polish
regions to provide companies with comprehensive advice and tailor-made solutions.
In this context, use of HVB Group expertise is a major competitive advantage. The

" new. dealing foom in Warsaw was opened at tae end of 2001, replacing the

previous dealing rooms in Warsaw and Krakdw.

Against the hackground of a difficult economic eavironment in 2001, earnings
and risk comoonents of both parts of the bank were below budget. Taking into
consideration integration costs to date, BPH PBK S.A. achieved net income before
taxes of € 66.5 m.

Net interest income - affected by declining margins and weaker demand for
loans from retail and corporate customers - was € 579.4 m, compared with
€532.2 min 2000.

In 2001, the net charge for losses on loans and advances rose significantly,
reaching € 190.4 m. The increase in the provisioning requirement resulted from
business with large industrial companies and from retail banking activities. This
reflects weaker economic growth, & high level of real interest rates, declining
experts and the high rate of unemployment.

The CEE banking subsidiaries in 2001 | 95

a'segent in’ 5




Czech Republic

Economic growth in the Czech Republic accelerated yet again compared with
~ the previous year, to 3.3% in 2001, despite a difficult global environment. in the
first half of the year, volatile food prices were the main factor pushing up the rate
of inflation; but consumer prices declined significantly in the final months of the
year. The terms of trade rose strongly and Czech exporters gained market share in
Western Europe. This will help to limit the current account deficit despite the
positive growth differential vis-a-vis the country’s major trading partners. Based on
a massive inflow of foreign direct investment, the value of the Czech crown against
the euro appreciated by about 12% in 2001.

HVB Bank Czech Republic a.s. reported net income of € 42.2 m after taxes for
2001. The bank’s total assets reached € 3,920 m; making it the-fourth-largest ban};
- in the Czech Republiéi with 53,000 customers»andvzdf office’s.[O,,‘ur,‘Czech bankm‘b
subsidiary has a market share of about $% in.corporate lending, and holds a
feading position in the area of real estate and project finance. '

Retail banking activities also developed very favourably. The introduction of new
products such as Internet banking significantly enhanced the bank’s market position.
In the credit card business, HVB Bank Czech Republic-a.s. successfully launched a
strategic “co-branded cards” initiative, In the third guarter of 2001, we started to
offer asset management services in the Czech Republic. Two tranches of mortgage

-bond issues totalling € 50.m were placed.in 2001.

The two shareholders Banga Intesa and Simest sold their interests to Bank Austria- « .

at the end of the year. This means that HVB Bank Czech Republic a.s. is now
wholly-owned by Bank Austria.

Slovakia

A dynamic trend in domestic demand, especizally double-digit growth of invest-
ment in fixed assets, also ensured that economic growth did net slow down in
Slovakia. On the contrary, GDP growth rose from 2.2% in 2000 to 3.0% in 2001.

Lively investment activity led to strong demand for imports of capital goods. In-

combination with low demand from abroad, this led to a sh‘arp increase in the
country’s current account deficit, to a level of 8.4% of GDP. Nevertheless, large
capital inflows from abroad resulting from the privatisation wave enabled Slovakia
to finance the current account deficit without resorting to borrowing. This was one
of the reasons why the exchange rate of the country's currency remained stable,
a trend expected to continue in 2002,
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Slovakia The successful merger of the two banking subsidiaries - HypoVereinsbank

£m 2001 2000 <iovakia a.s. and Bank Austria Creditanstalt Slovakia a.s. - substantially improved

Total assets 766 791 L . . - )

- Netincome before taxes 165 503  the market position in Slovakia. With total assers of € 766 m, HVB Bank Slovakia a.s.
ROE before taxes 14.7% 21.0%  has become the fifth-largest commercial bank in Slovakia. In the 2001 financial
Costlincome ratio >2% 8%  year, the bank's net income after taxes was € 16.1 m.

Employees 333 221
Offices 12 13 At present some 15,000 retail customers and about 1,000 companies use the

bank’s services. Two branches in Tren&in and Nitra were added to the network,
bringing the number of branches to a total of 12. Under a new sales concept for
corporate banking, customer service centres and specialist sales teams concentrate
on meeting the needs of customers and winning new customers. These efforts
have produced initial success in the target market. In the middle of 2001, after the
T bank had obtained a mortgage banking hcence HVB Bank Slovakiz a.s. started to

e Fe A grant mortgage Ioansto companies’and pr 'ate individuals..

T Hungary
t L ° L e L Hungary was increasingly affected by the’global economic weakness as the year
, o cBudapest o - progressed. industry was particularly hard hit. Although GOP still grew by a sizable
. o © o ’ b o ,
R R o . 3.9%, the country’s economy was unable: toc maintain the strong momentum
) \o\ . oo ®e recorded in 2000, Private consumption rose by more than 4%, making the most
significant contribution to growth. In addition to the fiscal-policy impetus provided
by the Szechenyi Plan, massive interest rate reductions are intended to stimulate
Hungary economrc growth The rapidiy declining rate of inflation made it possnble 10 reduce
CEm el AR E000 2000 Yo ey interest rate by a total of 225 basis points fror Jily 20071 t6 January 2002,
Total assets 2,199 1,887
Net income before taxes 42.7 36.0 The merger of the Hungarian banking subsidiaries of Bank Austria and HVEB at the
ROE betore taxes 199%  215%  and of September 2001 created the fifth-largest bank in Hungary. Market share,
..Costlincome ratio . 59% 55% ) r < is ab % Th ‘ X )
Employees 1.073 1471 measured by total assets; is about 6%. The-bank plans to increase its market share
Offices 33 44  over the next thres to five years to 10%, a level already attained in corporate
banking. The country-wide presence with currently 33 branches provides the bank
with a strong base from which to achieve its target by more sharply focusing on retail
Universal bank with a facus on banking activities. In the treasury sector, the Hungarian banking subsidiary holds a

corporate banking and a strong
position in treasury operations.
Market leader in custody business

very strong position, benefiting from the advantage of an internaticnal bank. The
bank recorded significant growth in money market and financial engineering activities
and attracted new customers. For its service quality in custody business, the bank was
Increased presence in real estate named "best emerging market custodian” by Global Securities and Custody Survey,
finarrce, reorientation in retail banking .\ international business magazine. With a custody business volume of about
€ 4.4 bn, the bank is the market leader by a wide margin. Loans in the real estate

sector rose considerably, reflecting the favourable market situation.

_—
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The bank's net income after taxes of € 33 m exceeded the very good results for
the previous year. This is a remarkable achievement, all the more so as this figure
includes all merger-related costs of the two banks and the operating environment
deteriorated in the wake of the forint liberalisation. Corporate banking accounted
for some 60% of total profits and thus continued to be the bank’s mainstay. Of the

~""top 200 companies i Hungary, over 50% maintain active business relationships
with the bank.

Slovenia
Economic growth in Slovenia declined from 4.6% to 3.2% in 2001. As exports - e
to South-East Europe grew strongly, Slovenia did not feel the full impact of the .
global economic slowdown, Growth was dampened mainly by restraint on the part oo Hubliana
. of consumers. The cu'rent ount deficit declined in 2001, to about 1% of GDP. Lo
The budget deficit - at a level of about 2.5% of GDP - meets the Maastricht criteria, ° ’ A
Consumer prices rose by 8.4}‘_‘% in 2001, a negligible slowdown compared with the :
previous year's 8.9%. - _
Bank Austria Creditanstalt d.d: Ljubljana had a very good year. In 2001 it further  Slovenia ‘ St
strengthened its position as.the leading foreiga bank in Slovenia, despite growing &m 2001 . 2000, .- . -
o ) T . Totat assets - 591 445
competitive pressure from domestic and international banks. The bank holds a income before taxes 96 1-
.. strong market position in business with corporate customers and in treasury oper-  ROE befare taxes 16.6% 21.6%
= = -ations, but also in the retail banking sector. Loans and advances to customers ~Costiincome ratio 68% 39%
Employees . 227 209
mcreased by 26% to € 356 m in 2001. Offices , ' 5 4

S i . ‘s

The large increase in lending’ volume reflects not only the banks promment posi-

tion in business with major corporates — 70% of the country’s top 100 companies
are among the bank's customers — but also intensive efforts to serve medium-sized
companies, another target group. Bank Austria Creditanstalt d.d. Ljubljana now has
a market share of 10% in foreign currency loans to companies.

On the retail banking side, the bank further enhanced its strengths in fareign
currency deposits. Although Bank Austria Creditanstalt d.d. Ljubljana started
mortgage banking operations only last year, the bank already holds a leading

position in this sector.

In 2001, another branch in Ljubljana was added to the network, which now
comprises two branches in Ljubliana and one each in Maribor, Koper and Murska
Sobota.

- .
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Deregulation in the securities and foreign exchange sectors now enables the
bank to sell foreign securities and mutual funds. Bank Austria Creditanstalt d.d.
Ljubliana, as market leader in the custody business, has moved fast to take advan-
tage of this new market opportunity and now offers an attractive range of foreign

securities.

Croatia

) After a strong upturn in the first six months of 2001, economic growth steadily
lost momentum in the final months of the year. Yet Croatia’s economic growth of
. \j © 4.1% in 2001 gave it a place among the fastest-growing economies in Central and
Eastern Europe. The services sector, especia!ly trade, showed particularly dynamic
growth, benefiting from developments in the banking sector. By September 2001,
Jenamg volufne had risen by 25%:0on a- year earlier, with loans to private house-
holds even increasing by 35%: Trends in the budget and current account deficits
were a cause for concern. At more than 5% @f GDP, both reached levels which will

require consolidation efforts in.the medium term.

HVB Croatia continued its hxghly successful development in 2001 and achieved
the best results since the bank-was estabhshed in 1997. According to a report in

Croatia the “Globus” magazine, HVB Croatia is the fastest- -growing and most profitable
£m 2001 2000 pank in Croatia. The branch netwerk comprises offices in Zagreb and in the coastal
Total assets 409 244 } . ) .

Net income before texes 1.3 3g region, from Rijeka to Zadar, Split and Dubrovnik.

ROE before taxes 3% 93% . Agat 1 July 2001, Bank Austria Creditanstalt Croatia and HVE's branch in Zagreb
-Costincome ratio 59% . 57% ; 4 brand f B k hi
Employees 162 137 were successfully merged under the new brand name o HV Ban Croatia. This
Offices 5 5 merger was the first integration of Bank Austria and HVB banking operations to be

completed in the CEE region.

HVB Croatia’s main target group in corporate banking are multinational cor-
porates and top Croatian companies as well as export-oriented businesses. Based
on high-quality service and supported by a well-structured range of products and
pricing, the bank increased the number of its corporate customers to 1,900, lending
volume rose by 100% to € 218 m and deposits increased to a total of € 82 m. The
licence obtained in October 2001 to maintain corporate accounts enables the bank
to expand its range of electronic payment services. Major transactions included a
€ 45 m loan syndicated with Bank Austria Vienna to HEP, the Croatian energy
supply company, and a bridge loan to the Croatian motorways company for the
eguivalent of € 34 m. In view of strong competition, this is a noteworthy success.
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In September the bank signed a Global Loan agreement with the European
Investment Bank (EIB) for a total of € 20 m, the first facility of its kind in Croatia.
HVB Croatia thus makes a valuable contribution to the development of medium-
sized companies and the public sector.

The bank’s retail banking activities focus on high net werth individuals. HVB
Croatia was the only bank to be admitted to participation in the public-sector housing
promotion programme. The presence of the Bank Austria Creditanstalt Group in
Croatia also includes HVB Leasing, CA 1B and Bausparkasse Wustenrot.

Bulgaria

Despite the difficult international environment, Bulgaria's economy grew dynam-
ically in 2001. GDP rose by 4:3% in 2001. The current account deficit increased
subsfanﬁa?ly, 're‘é‘éﬁ"ihg 6:3% of GDP The deficit was largely financed through for-
eign direct inVééfgﬁnéﬁt, primarily ‘greenfield investments, as privatisation almost
came to a standstill in the colirse of the election campaigns and the formation of

the new goverﬁﬁ#ent. In 2007, the rate of inflation averaged 7.4%, supported by -

the fixed excharige rate against the euro via the currency board.

In December 2001, Bank Ausiria established HVB Bank Bulgaria EAD, a wholly-
owned subsidiary. Our new subsidiary, whose share capital is just under € 15 m,
received a full banking licence from the National Bank of Bulgaria sooner than
expected. This means that the Group can now become active in the Republic of

Bulgaria through a unjversal bank. The bank- will-start operating in the second-.

" quarter of 2002,

The next step will be the take-over of the Scfia Branch of HypoVereinsbank
Bulgaria GmbH, a Munich-based company which is wholly owned by HVB AG.
Since 1996, the Sofia Branch has been active in business with corporate customers,

The employees of the branch will be retained. In the city centre of Sofia, a build-
ing in an excellent downtown location was purchased to serve as the bank's head
office. The building is currently being refurbished and will offer space for further

expansicn.

On the basis of HypoVereinsbank Bulgaria GmbH's Sofia Branch - with total
assets of € 108 m, a ioan portfolio of € 60 m and 500 corporate customers ~ the
bank will strongly expand real estate finance business and treasury activities as well
as building retail banking operations.
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\ Eucure;ti} »
Romania ) .
€m 12001 2000
Total assets 290 185
Net income before taxes 486 2.8
ROE before taxes 33.9% 35.0%
Costfincome ratio 52% 54%
Employees 139 97
Offices 3 2

After the successful presertation of the International Markets division of
Bank Austria Creditanstalt at the South-East Economic Forum in Sofia, the Bulgarian
public is placing great expectations in the new bank.

Romania

In 2001, Romania achieved economic growth of 4.8%, the highest level in many
years. To be sustainable, this recovery must be supported by various measures.
While the current account deficit for 2000 had been comparatively modest, at
3.7% of GDP, the deficit rose significantly in 2001, to over 6% of GDP, because
strong domestic demand pushed up imports. The main objective of the new
agreement with the IMF is to reduce the rate of inflation, which was still very high,
averaging 34 8% in 2001, Reducmg the fiscal and guasi-fiscal deficits is also one
of the obJectnves ln the reportmg year, the Bulganan currency depreciated by about

17% against the euro in nominal terms.

After three successful years under the Bank Austria Creditanstalt brand name,
the bank continued its highly pesitive development of business under the new
brand name-of HVB Romania in 2001, The bank's success in the market is based on
a steady widening of the p‘réduét, range,in combination with excellent service
quality, which is appreciated by the bank's 7,600 customers.

By the end of 2001, total assets had risen 10 a remarkable € 280 m. With a view
to expanding its customer business, the bank strengthened its capital resources in

the past financial year through a capntal mc;ease of € 78m and by increasing the.

subordinated loan from Bank Austria to €6.9 m. At the end of the year, deposits
totalled € 208 m or 72% of the balance sheet total. Lending volume rose to € 144 m,
about 50% of total assets. Net income before taxes in accordance with IAS reached
a level of € 4.6 m. A major part of the bank’s revenues comes from net interest
income generated by profitable but conservative lending business, and from
intérbank business. The ROE reached 33.9% and the cost/income ratio was 52%.
These key ratios are evidence of the bank’s good performance.

in line with the new Group strategy in CEE, HVB Romania became the first
Western bank to start Internet services and online banking in March 2001.

The second branch in Bucharest opened in 2000. In July 2001, this was followed
by the official opening of a branch in Timisoara. The bank will continue the ambi-
tious expansion of its branch network in 2002, the final objective being to cover

the entire country.
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Bosnia and Herzegovina

Despite economic growth of an expected 5% in 20071, the country’s economic
output reached only one half of the pre-war level. Supported by the currency
board, the monetary situation remained stable. The rate of inflation was low.
However, the current account deficit of Bosnia and Herzegovina amounts to 20% ¢ Sarajevor
of GDP, and the country continues to be dependent on official international pay-

ment flows.

With the opening of the representative office in Sarajevo on 18 December 2001,
the Bank Austria Creditanstalt Group officially started its activities in Bosnia and
Herzegovina. A banking subsidiary will be set up in 2002, and it will become oper-
ational in autumn as soon as the necessary approvals have been obtained. The
application for a banking licence was submitted when the representative office was

* opened.. o 4

The bank will operate as a universal bank, serving both corporate and retail
customers from the very beginning. In the corporate banking sector, financfa!
services will be offered primarily to multinational and focal export-oriented companie"s. . Ce
The focus will be on export and investment finance as well as payment transactions - ' R

and documentary business.

In retail banking, the arguments of security and confidence wili be used to
attract local customers.

There are plans for further expansion into the key regions of Bosniz and

Herzegovina. Ll

Yugeoslavia
A referendum on Mantenegro’s independence is expected in spring 2002. A pos-
sible division of the country and the unresolved political status of Kosovo are
hindering reforms. International aid supported economic growth (2001: 5%) and : > Beograd
enables the country to finance its large budget and current account deficits in the
long term. Debt remission granted by the Paris Club reduced long-term lizbilities
from US$ 4.6 bn to US$ 1.8 bn, enabling repayment over 22 years. Shori-term debt
{about US3 650 m) was rescheduled. in 2001, the inflation rate was close to 100%.

Ir line with its strategy of expansion in South-East Europe, Bank Austria
extended its activities to the Federal Republic of Yugoslavia in 2001. As a first step,
Bank Austria opened a representative office in Belgrade in March 2001 to explore
local business epportunities and prepare the establishment of a banking subsidiary.
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Yugoslavia
€m 2001
Total assets 33
Net result before taxes -01
ROE before taxes -2%
Costfincome ratio 142%
Employees 40
~-Qffices. 1

In June, Bank Austria submitted its application for a banking licence. In July, the
National Bank of Yugoslavia granted Bank Austria the licence to establish a banking
subsidiary. At the end of October 20C1, after only four months of preparation, the
banking subsidiary commenced operations. The banking subsidiary operates under
the name of HVB Bank Yugoslavia a.d. As a universal bank, it serves both corporate
and retail customers. in the corporate banking sector, financial services are mainly
targeted at multinational and local export-oriented companies. In addition to
short-term trade finance, the bank offers its customers payment and other banking
services. Although the 2001 financial year comprised only a few months, the bank
succeeded in building a sizable deposit base, mainly from retail customers. This is
clear proof of the bank’s successful start-up and the high level of acceptance in the
market. In the course of 2002, the range of retail products will be widened 10
include the Visa card and tefephone banking. Moreover, there are pians for rapid
expansion into Yugoslavia's major cities.

The Bank Austria Creditanstelt Group has maintained a representative office of
CA 1B in Yugoslavia since 1397, AWT, the §roup’s trading firm, has been active in
the country for several years,
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Supplement to Segment Reporting

Segment reporting reflects the essence of the bank. This is the area that is most
strongly affected if the bank shifts in strategic focus or redefines its core compe-
tencies. In addition to this, the Bank Austria Creditanstalt Group is gradually
bringing its definitions of business segments in line with those of the HVB Group,

a process which naturally includes the underlying strategic focuses.

Equity interests, which were presented in last year's report, are no longer shown
in the 2001 report. Today the bank’s equity interest policies have a different rele-
vance far the bank than they did several years ago. The strategic withdrawal from
an active equity interest policy in the non-bank sector was largely completed in
2000, when the Bank Austria Creditanstalt Group sold most of its remaining non-
bank holdings to a foundation which is independent ot the bank. In 2001, it sold
a further industrial company and its equity interests in three Austrian regional bank:s
to foundations which are independent of the bank. Equity interests are therefore

no longer considered a core business activity, The bank now maintains in its portfi

folio equity interests which are linked closely to its business activities as a universal .

bank, with only a few exceptions which are still held at present for reasons relating

. to the company’s situation and to the general market situation. Equity interests
linked closely to its business activities include material subsidiaries which aré
consolidated and which are assigned to individual business segments, functional
subsidiaries which have assumed spun-off service functions and also increasingly
offer these services to third parties, as well as a number of participations accounted
for under the equity method. The Equity Interest Management division performs a
‘capital fnanagement function for these companies, and ensures that profitability
targets and risk management goals are pursued by the respective units. In addition,
the division’s experts play an important role with regard to acquisitions and tender
procedures. Results from capital management activities for subsidiaries are included
under the heading "other items/reclassifications”. This also explains the high level
of capital allocated to this “residual segment”.

Asset Management (ASM) was presented for the first time in 2001, based on the
segment definition of the HVB Group. Asset Management largely comprises the
activities of AMG, Capital Invest, Ringturm as well as BANKPRIVAT. Specialised
foreign asset management subsidiaries whose large trading profits contribute to
the segment’s results are included as well.
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The institutional real estate business was spun off from the segments Corporate
Customers and Private Customers and Professionals by the Bank Austria Creditanstait
Group as at 1 January 2001, and concentrated in a new division under separate
management responsibility. The newly-created Real Estate Finance and Real Estate

Newly-created Real Estate Finance and Customers division will be built into a “full-service centre” with international appeal,
Real Estate Customers division combines
institutional real estate business with a
broad range of tasks

dealing with all aspects of real-estate business. The previous range of products and
services will be extended beyond classical credit financing via new business
segments such as consulting, portfolio management, valuation and sales of real
estate. In addition to general consulting activities, the Real Estate Finance and Real
‘Estate Customers division specialises in the structuring of financing models using
equity and debt instruments.

Real estate customers benefit from the comprehensive sales network in Auystria,’
the home market, and also have access to promising CEE markets. The Real Estate
Finance and Real Estate Customers division in Austria is also respansible for real
estate activities in CEE markets, with an emphasis on Poland, the Czech Republic,

i

Slovakia and Hungary.

The Real Estate Finance and Real Estate C.’ustomers division is responsible within
the Group for high-volume real estate business. With a volume of € 8 bn and a
market share of some 30%, the Bank Austria Creditanstalt Group is market leader
in Austria.

Breakdown of financing volume

Office buildings 24% Residential construction 55%

Commercial property 21%
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Information Technology, Logistics and Transaction Bank

The efficiency and reliability of information technology, as well as the efficient
design of procedures and process chains; represent a decisive competitive factor with
regard to current banking ogerations. The far-reaching external changes (euro,
statutory reguirements) and of course internal changes (CEE subsidiaries, “Bank zum

- Erfolg” project, HVB Group) thus meant an even greater challenge in 2001 for organ-
isational and IT experts, as well as for the providers of transaction bank services.

In order to adjust to the new group structures and to be able to offer Organisatior/
IT solutions from under a single roof, Bank Austria’s Organisation division was merged
with WAVE as at 1 January 2001. WAVE Solutions Informaticn Technology GmbH,
for its part, is the successor to Dataservice lnformauk GmbH (DS1), and'is responsible

--_for-the entlre systems architecture, its-further. development and mamtenance -as

integrated into WAVE. Thu‘s WAVE is the Organisation/IT solutions provider for both

of the Bank Austna Creditanstalt Group’s core markets A’common open systems

platform with 2 high’ level of compatlbmty is one of the HVB Graoup’s Iong -term

objectives. With a view to this. goal and in o.der to oeneflt from synergies at

present, HVB Systems (Germany) ‘and WAVE Solutions (Aus*rla) are now workmg
closely together on a project structure covering all lecations.

Regular banking operations, e-business and development work needed in this
connection are managed and maintained by Data Austria GmbH and Informations-
~Teehnologie Austria GmbH (T-AUSTRIA). IT-AkSTRIAzoperate:
joint venture with other commercial banks and savings banks - the bank's data-

as:a.cross-sector

processing centre. {Since the company is neither “controlled nor significant”
according to 1AS criteria on account of agreements with third parties, it was removed
from the group of consolidated companies of the Bank Austria Group and accounted
for under the eguity method.) Data Austria functions as a service unit of the
"Bank Austria Group in the area of new sales channels. It guarantees ongoing

support for its e-business services, and also makes available developers in this field.

Data Austria also supports, for the bank and for customers, the entire range of
the Group’s call centres which extend from telephone banking to direct marketing.
In one of the most modern call centres in Austria, 530,000 calls were answered by
a fully-automated system, while 677,000 calls were handled by customer service

representatives.
Domus Facility Management GmbH provides services ranging from facility manage-

ment, fleet management, printed materials, events management and the operation
of staff canteens. The company, which also provides its services to third parties,
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Professional project management

After the end of the Internet euphoria,
projects continue with a greater focus
_on day-to-day business requirements

" Managing complexityi

Product Management coordinates
product, marketing and sales activities,
as well as supervisory and EDP/AT
reguirements up to and including the
accompanying change management
measures

operates according to entrepreneurial principles which are dictated by market
conditions.

Transition to target structure impacts IT landscape

In 2001, our systems house and operative support units were kept busy with the
“Bank zumn Erfolg” project, the merger of CEE subsidiaries of HVB and Bank Austria
Creditanstalt, the integration in the International Markets segment as well as the
changeover to the euro as legal tender. WAVE benefits from experienced project
management teams who have accumulated valuable experience during the past
five years of integration, for example, from the “heureka!” project in 2000 and the

system; mtegratlon at Bank Austria Credrtansta!t By merging project management

cons eranon economuc' practlca

The end to the euphoria surroundmg the Irternet led to a process of re-thinking.
Instead of designing major platforms Wthh are suscept;ble to risk and which rely
on a technocracy for maintenance, today there is a_greater. emphasis on smaller
solutions. Communications and transactlom hnks via electronic and Internet bank-

ing are being further developed, b_ut__subjegg to the responsibility of the business
segments and thus in closer proximity to the customer in terms of divisions and

regions. In transaction banking, the optimisation of the value added chain remains

on the agenda Despite steady productivity gains in paymem transactions and in

Securmes transactions, these services, whith are not so VISID customers are at
the centre of further cost savings efforts. However, one prereguisite still needs to
be met for cross-sectoral or cross-border joint ventures, and that is the elimination
of the plethora of systems and patchwork regulations in Europe. A pragmatic
approach is required in view of costs due to friction, massive investment volumes
in the face of earlier investments which have not been amortised, the fast pace of

change as well as the irreversibility of decisions.

"Bank zum Evf@‘ﬂg” project

- The "Bank zum Erfolg” project, which calls for the economic and legal merger
of Bank Austria and Creditanstalt into Bank Austria Creditanstalt AG, was iaunched-
in May 2001. The decision to merge the two major domestic banks of the
Bank Austria Creditanstalt Group into 2 single unit is the final logical integration
measure, and will ensure that the Group structure meets economic and market
requirements.
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The two-brand strategy, which had governed operations on the market prior to
this, was an important step on the way to final integration. The goal of this strategy
~ to minimise as much as possible the impact on customer business caused by the
integration of Creditanstalt in the Bank Austria Group and to ensure customers the
continuity of personal customer services {thereby heading off the potential risk of
customers leaving the bank) — was fully achieved, Qver the past few years customer

preferences have shifted away from emoticnal loyalty towards transparency of services.

. During.this. phase of dual brand names, the key prerequisites were met for the
“merger, the'most important being the general standardisation.of systems platforms._.
and the integration of alf IT activities. Most central divisions such as Treasury, Asset
Management Payment Transactions, Securities Services and Accountlng/Controlhng

ch has led to- conyderabie cost. savmgs over, the past four years

;were a?so merged whi

nE olg oroject thus could;be implemented-over'a large)y mte-
grated group- w»de systems arch\tectme At the beginning of lune, the assigned
project team commencéd its work, and made. rapld progress. By the end of July 2001,
the genera! p)anmng phase whxch ascertained and limited the scope of the project,
had already been completed The objectives, however, were more than ambitious:
no additiona) expend:tures to burden the income statement, and the realisation of
cost synergies amounting 10 € 1 10 m by 2004,

On 15 October, the team also presented its planning in detail: all the necessary changes
were listed individually, and determined 10 be feasible. For this reason, the Managing
- ,Board gave its go-ahead for the project to.bejrealised:within.the.defined parameters.”

The “Bank zum Erfolg” project

Despite a largely integrated systems
architecture, the two-brand strategy
and legal independence still required
parallel structures

Cost synergies of €110 m by 2004 wnll be
iargely financed. from the respectlve
- annual budgets i

ke -

"/.Pianning

g impiementation X N
Preparations for W
__testand "Bang” - Merger of
V' branch offices
X N I O O L . 2 S Y [ N O S LA x >
31 May 2001 15 Oct. 2001 18 May 2002 10 August 2002
Announcement Start of Convergence Bang
of project implementation of expertise

“Bank zum Erfolg” project

- synergies of € 110 m by 2004

- new brand name

- standardised products and
processes

Banks are identical with regard to expertise
Uniform business model
- target products technically available
- target processes introduced
- target systems and functionality
available
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- One bank - one system,

one product range, standardised processes
- Operations under the name

“Bank Austria Creditanstait”
- Legal merger with retroactive effect an

1 January 2002




Migration scenario: convergence of
expertise on 18 May, "Bang” on
10 August 2002

Uniform systems architecture for local
universal banking activities

; comprehensrv ’tr
“ing schedule callsTor &

The migration scenario foresees three technical releases in the pericd from January
to May 2002, Each release will result in the replacement of existing products, proces-
ses and systems currently running on the still-separate Bank Austria and Creditanstalt
clones by the new target products, processes and systems ("convergence of
expertise™). On 10 August 2002, these two clones will be merged into a single clone
("Bang"), the data migrated and both banks thus will be fully merged. From this

- point on, complete support will be ensured in all branch offices, and every customer

will have access to all target products in all branch offices. The new company
Bank Austria Creditanstalt AG will come into being with retroactive effect as of
1 January 2002 for commercial and tax law purposes.

In addition to the purely technical prerequisites, the employees’ ability to deal with

on-the-job learmng partnershrps A test and contralling module will be available for
the first. time m the Intranet, to aIIovv employees and the competent supervrsors to
receive feedback on the progress bemg made towards the training goals The semi-
nar plan comprises some 7,500 tramlng days that will be jointly attended by employ-
ees from Barik Austria and Creditanstalt in the period from March to July 2002.

With this final integration step, all remaining overlaps and duplication will be
eliminated. Beginning in August 2002, comprehensive marketing and image cam-
paigns will provide massive support for the smg!e sales structure. Thus from the

very beginning, the new #Bank Austria Creditanstalt” will operate on the market
as Austria's undisputed leading financial institution.

Successiul [T integraticn of Bank Austria Creditanstale
and HVB in CEE

Pursuant to the integration programme, WAVE merged the data-processing
systems of Bank Austria and HVB subsidiary banks in the record time of only eight
months. Bank Austria Creditanstalt’s “COREO2"” core banking system was selected as
the target system. This universal banking systems architecture - a multi-branching,
muitilingual and multi-currency system - provides the functionality which is necessary
in CEE and guarantees uniformity throughout the entire CEE region. In the course of
the integration process, over 53,000 customers and over 140,000 accounts, loans
and securities safe-custody accounts were transferred to the new system.
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- the new uniform’ product range and procedures is a-key criterion of success. Thus - -
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Following an intense phase of preparation, WAVE successfully realised the compre-
hensive domestic payment transactions project in Croatia. On 15 November 2001,
HVB Croatia was one of the first banks in the country 1o receive an authorisation from
the National Bank of Croatia to manage kuna-denominated accounts for corcorate

customers “without any restrictions” and to settle domestic payment transactions.

One of the largest projects in CEE is the merger of the two subsidiary banks of the
Bank Austria Creditanstalt Group in Poland into a single bank. Taken together, BPH
and PBK — with 637 business offices, two million customers and 14,000 employees -
represent the third largest provider of financial services in Poland. These two banks
have a systems architecture that is completely different from that used at other CEE
banking subsidiaries; the core system, most of the satellite systems and the support

jstructure as well are emxre‘y different.

'schedu|ed on31 Decembe, 2009 the unn‘orrﬁi ‘IT plaLform went on line at the

same fime tHe legal 1 merger took place The WAVE team “IT Integration Poland” has
mace an imoortant ¢ontribution towards quality assurance with regard to the imple-
mentation of this rﬁAajor projéct, which is scheduled to be concluded at the end of
November 2002.

At the World Bank mee{ing held in Washington in October 2001, “Global Finance”
presented the Bank Austria Creditanstalt Group with the “Best internet Bank In CEE”
award. The mandate for the 18! (Internet Banking International) project was issued 0
WAVE by the former Bank Austria Creditanstalt International. The goal of the project
was to create Internet Banking International, i.e., to establish an internet-based tech-

nical infrasfricture solution for the reta|l bankmg business. IBI has been successiully
implementad in Romania, the Czech Republic, Slovenia, Slovakia and Croatia, and
there are plans to impiement IBl in Hungary, Yugoslavia, Bulgaria and Macedonia.

Evaluation of System€ introduction in Austria

This project was charged with the task of analysing the possibifity of implementing
Systemé€ at Bank Austria and Creditanstalt. HVB's technology platform is being further
developed under the name “System€ " The analyses are based on experience gained
in the "heureka!” project (the changeover by Bank Austria and Creditanstalt to a commen
IT platform}, and on the procedural models which were established. Division by divisicn,
business mode’s, procédures, T systems and organisation structures were compared and
so-called “change requests” (needed changes in the organisation of Bank Austria or
Creditanstalt, or in the IT Systemé€) defined. in addition, the implementation project was
launched, and the costs determined, from the necessary hardware (PCs, printers, card-
readers, self-service terminals, ...) to the training and support of thousands of employees.
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Domestic payment transactions in
Croatia

Despite the identical core system,
disparate trends over several years
have further complicated IT integration
in Poland

Best Internet Bank In CEE




Standardisation of IT systems to be
.achieved via an evolutionary approach

Supparting analysis of credit risk

Synergies in respective year and
cumulative ...

... from the elimination of regional
overlaps pursuant to the Bank of the

Regions Agreement by 2004: €320 m p.a.

.. from consolidation measures in
Austria, including the “Bank zum Erfolg
project, 20Q0/2004: € 305 m p.a.

"

It became cJear during the analysis phase that the product offering differs great-
ly between Austria and Germany (e.g., the range of savings products in Austria and
the variety of credit preducts on account of Austrian promotion schemes, as well
as widely-divergent statutory provisions, for example regarding the taxation of
interest income.) Thus in May 2001, the Group recognised that harmonisation via
3 "bang” would limit the Group’s efficiency on account of the divergence which
continues to exist between the respactive business environments and business
practices, and thus could only be achieved at the cost of market-share loss. A common
IT platform remains a long-term goal, but will be achieved gradually in the course
of new developments, improvements, etc.

Systems integration and updates in the divisions

For the Corporate Customer and, Cred|t RISk Management divisions, as well as

‘the newly created segment Real Estate Finance and Real Estate Customers ma;

projects are being implemented in view of more differentiated risk evaluation
(in'antvicipa’ti'on of the New Basel Capital Accord), a common reporting system for
the HVB Grqup and the stardardisation of remaining disparate processes &t
Bank Austria and Creditanstalt.

Cost synergies of € 625 m by 2004, € 305 m of which will result
from the merger of Bank AUstria and Creditanstalt

€m 625
600 570
+50 Poland
- 500 4 ] +301T systems
435

40C +50 RoW, CEE

+90IT systems
300 4

+55 “Bank zum
225 i Erfolg”

200 +55 "Bank zum
100 Row, CEE LT Erfolg”
+70 Bank Austria
Creditanstalt f ]

100 -
75 heurekat
50 Bank Austria
Creditanstalt

<

2001 2002 2003 2004
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Wallstreet, the front office trading system, was migrated from the text version
to a Windows interface, and at the same time a new release was implemented.
Together with the treasury units of HVB and Bank Austria in Prague, Budapest and
Bratislava, the front office environments were evaluated. The existing Bank Austria
environment (Wallstreet, Opus and BTS) was selected. All front-office transactions
at both banks were migrated to the new common structures, and operations com-
menced successfully on 1 October. The merger of the share trading departments
(Sales and Proprietary Trading) of CA 1B and Bank Austria into a single unit was suc-
cesstully implemented. This was accompanied by a physical merger of the depart-
ments at the Julius Tandler-Platz location in Viennz. Corporate finance activities

were combined in a single unit. International Markets in London wili continue to

exist as a separate unit. Following the termination of the co-operaticn agreement,
"~ .+ between Bank Austria.and BNP-Paribas, the data-processing centre for the custody..

Integration of HVB/CEE subsidiaries in
Bank Austria trading systems and
further mergers into divisions

‘systernABSC/Billing had to be relocated. The business case indicates costsavings

amounting to one-third of previous operating costs. -

in the securities and payment transaction areas, numerous Orgenisation/IT mea-
sujrés were implemented on account of statutory requirements or necessary third-
par{y conversions: these changes involve US withholding taxes, the amendment to
the Austrian Investrnent Fund Act (pre-emptive tax on foreign mutual funds), the
adaptation of the reporting process to the Austrian Securities Authority. In addition,
technical changes include the new SWIFT formats, and with respect to order
routing, new releases of the exchange and clearing systems (XETRA, BOSS-Cube),
_. . as well asfive major charges and Updatés affecting payment transactions.

A state-of-the-art file management system developed by WAVE has been used
by the Group Legal Department since mid-2001 (a client/server solution with links
to the bank’s key systems, a graphical user interface, data storage in a central com-
puter and some 250 document templates which can be used for correspondence}.
Thus all activities by members of the Legal Department, such as declaring loans due
and payable, collection proceedings, correspondence with courts/atiorneys, estates,
declaring items null and void, cases of fraud etc. can be stored, managed and
invoiced as electronic files (this currently involves some 100,000 cases, some 30,000
of which are being processed). The cost-savings impact is reflected in the fact that
each legal officer handles some 1,300 ongoing cases, which is, compared to other
banks, three times the average volume. In future, the file management system, as
an "open system”, can also be introduced to all other departments or subsidiaries
which manage files (e.g., Special Accounts Management, Bank Austria Credit-
anstalt Leasing).
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Payment transaction and securities
settlement procedures modified to
meet new statutory and technical
standards

Administration benefits from
rationalisation measures and a more
user-friendly system




Smooth, problem-free changeover to
euro banknotes and coins

Changeover to eurc banknotes and coins

Despite the logistical demands involved and the difficult-to-predict behaviour of
retail customers, the Bank Austria Creditanstalt dealt efficiently with the introduc-
tion of euro banknotes and coins — a milestone of European integration. Thanks to
a high level of cooperation between the affected departments, and particularly to
the commitment of many employees, we succeeded in making the leap to a new
currency era without any difficulty. Some 700 employees of WAVE, various special-
ity departments, iT-AUSTRIA and the payment transaction organisation worked as
permanent members on the project. The subsidiaries iFAUSTRIA and Domus Facil-
ity Management made particularly significant contributions to the optimal handling
of technical and logistical aspects of the changeover. At the turn of the year, an
additional 1,500 employees active in sales operations carried out the necessary

< start-Up measures. From mid-December to mid-January, employees, particularlyfthos_e ‘

*iri sales entrusted with handlifig the new currency, faced a major challénge.”"F

The technical/organisational prerequisites - the conversion of the banking

-group’s-ledger, dual pricing in euro and schilling, and a trial run for the techni- -

cai/érganisation systems changeover - were met in the last few months of the-year ™ -

without any loss in quality. At the turn af the year some 13 million accounts were

converted from schilling to euro. Year-end account statements and the conversion
to the euro were completed on schedule and without any difficulty between the
end of the last business day on 28 December 2001 and the opening of all branch
offices on 2 January 2002.

ot :tii:é‘ Ba‘h’lé'Aﬁéf;iz;'vC're‘c.iita'nstaJt'Grbup, some € 1.6 bn in notes and coins was
distributed in 1,228 delivery stops, to our branches and corporate customers during
the pre-delivery phase from September to November 2001. This represents 1.1 metric
tons in coins, and 37 metric tons in notes. Moreover, by year-end 2001, some
ATS 2.5 bn were returned by our branches. This corresponds to 7,552 bags of coins
weighing a total of 121 metric tons.

The technical/organisation sysiems changeover at our international units, as well

as the provision of euro banknotes and coins, were handled without any difficulty.

Domus Facifity Management GmbH in 2007

Following the previous years' successful integration measures, Domus Facility
Management has made a name for itself as the sector’s top service provider, The
company emerged from Konzernservice-Betriebe GmbH (KSB) in 2001, into which
all of the Group's service units were transferred in 2000. One of the purposes
behind the change in name is'to highlignt the company’s reorientation from- that of
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an internal service provider to that of a company operating according to market
principles. For the Bank Austria Creditanstalt Group this provides complete trans-
parency of costs and performance, allows prices to be establishaed in line with market
conditions. Thus the new orientation indirectly makes an important contribution to

keeping administrative expenditures at a stable level.

The range of services offered by Demus extends from catering, events manage-
ment and perscnnel services to printing, facility management and security services.
These services are complemented by professional real-estate management within
and for the Group combined with the know-how and the services of Domus Plan
with regard to construction preject development and construction management,

all of which strengthens the market position of Domus Facrhty Management

- The entrepreneurral approach is ref’ected in the company s new structures deo-

‘sron takrng hrera'chres were streamhned and new career paths vvere created Lean
account managerrent and facility management |mprove the company's customer
orientation, as consulting and other services are offered “under a single roof”. The
excellent turnover and profitability figures for the year reflect the fact that the com-
pany met its guantitative objectives. Turnover climbed by 6% to € 67.5'm, and
results from ordinary activities totalled € 1.2 m, which was considerzbly above

budget. The increase in turnover resulted mainly from services performed‘for third’

parties. Despite broadening the range of products offered, the company achieved
considerable synergy effects through the ongoing optimisation of internat work
procedures and the introduction of computer-supported settlement of orders,

‘:.,,-‘....,_ e

Creditanstalt Group's expenditure for office space was maintained, or actually
slightly reduced.

in addition to an optimisation of costs and quality for the “internal market”
within the Bank Austria Creditanstalt Group, the company’s goals for 2002 include
achieving a still higher level of customer satisfaction, entering into cooperation
agreements with strategic partners and achieving a'stronger presence on third
markets. In this connection, Domus Facility Management and Comus Plan also plan
to position themselves in CEE countries via their range of products and services as
facility management companies focusing on “everything related to real estate”.
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customers outside the
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improvements in productivity and
reliability

- Investigations) has been installed to deal with foreign-transaction related com-

E Paperiess transactions (domestic)
D Paper-based payment transactions (domestic)

D Foreign payment transactions/FPY cheques

== Man-years

Group Payment Transactions division

The success of the Group Payment Transactions division is measured in technical
terms based on reliability and speed, and in economic terms based on productivity,
i.e. in terms of absolute costs and transaction volume. In the past year, by further
optimising processes and implementing new technologies, the division succeeded in
handling a significantly larger number of transactions with considerably fewer per-
sonnel, while maintaining the same high level of quality. Further progress was made
towards increasing the degree of automation used in domestic and cross-border pay-
ment transactions, Through organisational and technical improvements in payment
transaction production it was possible to increase productivity in 2001 by some 5%.

The Bank Austria Creditanstalt Group is the undisputed market leader in Austria
in-the field of foreign payment transactions, New software (FPI, Foreign Payment

olaints. With the help of this new software, it has been possible to eliminate poten-
tial sources of mistake and to reduce the number of relatively time-consuming
investigations by 20%. For the fourth quarter of 2002, there are plans to expand
the use of such software to domestic-transaction related complaints (DPI, Domestic
Payment Investigations). A similar level of success is expected here as well.

New high-tech equipment was installed in the dispatch area in order to improve
service quality. Both new “mail streets” (systems on which a computer delivers the

Productivity growth in payment transactions

Transaction volume in millions Man-years
450  S00
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350 - 450
300 <
250 -
- 400
200 4
150 4
100 350
T s l
0 300

1998 1599 2000 2000 Planned for 2002
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contents of an envelope directly into the envelope) have a capacity of filling 18,000

envelopes per hour. The resulting increase in the number of completed envelopes.

creates the possibility for further rationalisation measures.

The regulation by the Eurcpean Pariiament and the Council on cross-border pay-
ments established the legal basis for payment transactions among member coun-
tries of the European Union. For consumers, this regulation means that payments
within the EU must cost the same as payments within their home country. For card-
based transactions, the cost advantage will be in place by 1 July 2002, and for
transfers ~ on account of all the preliminary work that must be performed by banks
- twelve months later. Banks will compensate for the resulting loss in income
through corresponding rationalisation measures. National payment systems must
be adapted for the (virtually) border-free payment:transaction area. This requires,
__in-addition to.thé,developmeni of new,;s?_anq_ards;'thg-crea_tith of a common legal
framework which banks, the ECB, the European Commission, conéumér protection

agencies and national parliaments still need to realisa.

The major challenge for the Group Pa}ment Transactions division at the turn of
2001/2002 was the euro conversion affecting mass non-cash payment transactions.
The danger of customers confusing the two currency units was, next to technical/T
issues, the greatest source of concern. Only through systematic, preliminary checks,
a broad public relations initiative and targeted customer and employee informaticn
was it possible to implement the changeaver relatively free of problems and to the
full satisfaction of customers.

Austria is the only member country that used the occasion of the changeover to
the euro to replace country specific electronic payment transaction standards with
globally-accepted transmission standards (UN/EDIFACT). This measure was viewed
internationally as a significant preliminary step towards the creation of a standard-
ised, efficient EU-wide payment transaction system. The Bank Austria Creditanstalt
Group is currently the world's largest processor of multiple UN/EDIFACT trans-
missions in the payment transactions area.

There is a high degree of cooperation in the payment transactions area with sub-
sidiary banks in Central and Eastern Europe, which was further strengthened in the
course of the past year through a newly-created platform for cooperation. The
development of a broader range of standardised payment products will make it
easier for our customers to settle their transactions in the CEE region.
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over to switch to UN/EDIFACT
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Consolidation success for Securities & Treasury Services

The Group Securities Services division (GS5) is responsible for the safe custoay

and settlement of the securities and treasury operations of the entire Bank Austria

Creditanstalt Group. The development from being a back-office unit to a service-

Transaction bank function for securities  oriented transaction unit with a service mentality focused on serving internal and
and treasury operations external customers took place gradually: in 1998 the teams at Bank Austria and
Creditanstalt were integrated. In the course of the "heureka!” project, the systems
architecture at both banks was harmonised in 2000. A comprehensive reorganisa-
tion in autumn 2000 separated account management functions from daily settle-

ment transactions.

GSS was also affected by the restructurings in the Bank Austria Creditanstalt
Group: at the beginning cf the year the Treasury Operations department was trans-
ferred to the GSS division. The swap bogk at the London branch, which was trans-
ferred 1o the HVB, was integrated in ter.hdsi of séttiémeni“procedures in' mid-May.
The new strategy of CA IB {(cf. page 78) and the integration of its share trading
operations in Bank Austria made it necessary 1o reorganise the correspending mid-
office and back-office functions. This was implemented during the second half of
the year. All of the restructuring measures in the securities and treasury operations

were made in line with the principle of "separation of functions”.

4.8 million transactions in 2001 B ‘ :

Transfers of securities Foreign exchange and money
(internal and external) market transactions (incl, derivatives)

Capital measures and
income credit entries

Retail orders

Securities derivatives
and securities
lending/repos

Physical deliveries

Securities settlement
{incl. Securities Plan)
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The global bear market in the equities sector seived as backdrop for business
activities in 2001, and even more so in light of the fact that both investors and issuers  New products compensate for declining
modified their behaviour on account of the fong-lasting and far-reaching market cor-  Volume in a difficult environment
rection. This had both a positive and negative impact on the development of trans-
action volume: the number of securities settlements {domestic and foreign, including
derivatives) decreased by over 20%, but an increase in Securities Flan settlements (up
by over 50%) largely succeeded in compensating for this decline. Securities lend-
ing/repo business alsc doubled, even if the volume of such business is of lower sig-
nificance. Settlements for capital transactions declined slightly, although the number
of securities categories involved increased by 25%. There was a strong increase in
external transfers of securities, while transfers of securities within the bank declined.
The slight decline in securities transactions was offset by a sharp increase (up 16%)

~ in maney market, foreign exchange transactions and treasury derivatives, and thus

the overall transaction volume remained the same as in the previous year (on a pro-
forma basis reflecting the expanded responsibilities). Altogether, GSS handled some oo
4.8 million transactions in 2001 (refer to chart on previous page).

Our planning assumes that the stagnation in 2001 represented a temporary

departure from the general trend on. account of the unusually long bear market, Growing demand for securities,
particularly funds and retirement-

" rather than a complete oreak in the trend. Demand for securities is again growing,
planning products

and creative new retirement planning products, especially the transaction-intensive

securities savings plans, will result in further demand. This is also reflected in
developments affecting safe-custody account management and custodial bank

“functions for investment management companies: the number of safe-custody S :
accounts declined merely on account of the expiry. of anonymeous accounts, while

the volume of securities managed remained virtually constant despite price

geclines. The number of mutual funds managed by the bank increased by 5%.

The service for issuers comprises services offared to publicly-listed foreign and
domestic companies within the framework of capital increases or as paying agent. In - Market leader in services for issuers
this commission-based business, which plays an important complementary role 1o the
bank’s core business, Bank Austria is the undisputed market leader in Austria.

In 2001, GSS's activities focused on customer advisory services and productivity
gains. The interface to the securities business on the retail side was optimised in
conjunction with AMG, which takes a leading role in advising branch offices.

"~ Through improving the process chains and the introduction of a new post-proces-
sing syétem, the bank succeeded in reducing the number of discrepancies to a
minimum, and reduced the overall complaint ratio, especially with regard to the
difficult settlement of capital measures and income credit entries, to 0.4 per mille.
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Synergies from merger of Bank Austria
and Creditanstalt.

”Bank zum Erfolg” project to yield
additional productivity gains

- Evolutionary and pragmatic strategy of

_gradual steps, conservative approach
with regard to cross-border mega
projects

The positive performance indicators reflected the external and internal training

~ measures which were introduced last year, the improvements in internal communica-

tions providing employees with a better understanding of the overall business
environment, as well as a more flexible approach with regard to peak business
periods. The number of overtime hours dropped by 19%, and personnel expenditures
were reduced by 8%, This resulted in a further gain in productivity. Thus GSS alsc
contributed to the consolidation process within the Bank Austria Creditanstalt Group.
The “Bank zum Erfolg” project will take centre stage in 2002. The changeover from
narallel clones to the complete unity of processes and systems will result in further
synergies.

A sense of sobriety has settled over the transaction bank projects which were
started in the years when the exchanges enjoyed a bull market. Cooperation efforts
in progress.in Germany came tog hah, the national Swiss project was temoorarily
postponed, and the pace. of growth among remaining programmes has slowed
appreciably. it has become,apparent that the necessary anticipatory investments pay
off relatively late when the number of transactions is in decline and when the
securities busmess is faced with heterogenecus demands. Moreover, previous
investments in former systems are endangered. This applies with even greater force
to cross-border cooperation efforts, where national particularities, especially with
regard to taxation and reporting requirements, make standardisation difficult and
thus significantly add to start-up costs.

Nevertheiess the trend towards greater concentratlon will prevall over the lang
term although at a somewhat slower pace and over many stages National markets
will take precedence at the start, and even here plans will be individually tailored,
e.g., whether, in the face of pending system changes, one should join a settlement
association or simply contract for their services. Supra-national ccoperation efforts
will arise only once the EU has harmonised its taxation and other statutory require-
ments to such a degree that common interests outweigh differences.
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Human Resources

In 2001, the transition to the target structure of the Bank Austria Creditanstalt
Group in Austria and CEE, its core market, was reflected in the Group’s human
resources policies. On account of the accelerated pace of integration between
Bank Austria and Creditanstalt, the bank was faced with personnel and labour law
issues which should not be underestimated. In Central and Eastern Europe, the new
organisational units ~ created either via merger or newly established - required
officers to be appointed to top management, and needed assistance to create a
decentralised human resources management system.

In addition, the Human Resources division organised itself in line with the new
structures within the bank, thereby integrating the perscnne! departments of
Bank Austria and Creditanstalt: within the new organisation, three units are
responsible for the ongoing human resources needs within business segments. One
team_supporfs the CE‘E and International Markets- divisions. Anather team is
responsible for the- divisions Corparate Customers, Multinational Corporates, Risk
Management and Organisaticon, IT as well as Real Estate Finance and Real Estate
Customers. The third department advises the Private Customers and Professionals
divisicn, the Asset Management division and support units. Through this organi-
savtional structure, there is a greater understanding of the — highly disparate - needs
of the operative units.

Countdown for integration begins

The legal merger of Bank Austria and Creditanstalt has a major impact on the
work.of. the Group Personnel départment. The depariment’s objective is to create
personnel policies which are fair, transparent and which help to prevent conflict.
For this reason it is necessary to deal with numerous integration-related issues in
the personnel area, since the operations of Creditanstalt along with its personnel
policies are to be absorbed by Bank Austria Creditanstalt. Uniform rules and regu-
lations need tc be created with regard to part-time working opportunities, the
tracking of wp(k hours, social facilities and training processes.

All of these personnel and pension-related issues, along with tasks in connection
with personnel expenditures and staffing issues, are handled by the newly-created
Group Perscnnel department.

Human resources activities are based on the principles described below. As men-
tioned in the Bank of the Regions Agreement, the "intelligent” interplay of decen-
tralised and centralised competencies is cne ¢f the guiding principles: in line with
the guidelines which apply to the entire HVB Group, a flexible group of local units
is being established which is characterised by transparency and great diversity, but
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Staff numbers
Year-end 2001

2001

B=| Poland: BPH, PBK
in¢l, Hipoteczny

D Countries other than Austria

D Bank Austria
Creditanstait Group in Austria

Commercial employees

Employee relationships including
employees on maternity leave and
apprentices

which at the same time ensures a high level of professional personnel manage-
ment, which has alwéys been an important consideration at the Bank Austria
Creditanstalt Group. On the one hand, room should be maintained for individual
initiative, and creativity should be allowed to be expressed within a group which
crosses national borders — the key word is diversity. On the other hand, professional
standards for human resources cevelopment should be used 10 create a reliable,
predictable environment from both the perspective cf the bank as & profit-oriented
business, as well as frem the perspective of employees.

The career and job-security interests of employees can only be guaranteed by the
long-term financial success of their employer. Thus the bank, under strong market
pressure, also has 10 take into consideration the need to achieve staffing objectives
in a socially responsible manner. ‘

On the other hand, motivated, committed ahd flexible employees are, parﬁcu~

arly for a services company, & prerequisite for customer satisfaction, technical

expertise and thus financial success. This is to be achieved through constantly
improving qualifications of our existing staff, based on selective recruitment, man-
agement development, incentives for and recognition of top performers, and

continuing training measures which go beyond purely technica! requirements.

Acceleration of integration in Austria

From the very start in 1997, one of the goals behind the integration of
Bank Austria*an»d Creditanstalt wa;to meke use of as many common structu‘ryes'as
possible, while maintsining a two-brand étrategy for customers. Despite the fact
that the companies were legally independent, the Group succeeded in achieving
considerable synergies, The “heureka!” IT project alone, which was associated with
substantial training costs and change management activities in 2000, resulted in
major progress. With the decision to completely - including legally - integrate the

> banks ("Bank zum Erfolg” project), the process was sharply accelerated, and already

planned measures were given priority and quickly implemented. In 2001, the
regional sales crganisation in the domestic business segments Corporate Custormers
and Private Customers and Professionals was integrated and re-established in a
streamlined form. Both brand names will be used untit August 2002. The regions
were newly defined and, with the help of a transparent hearing procedure, new
appointments were made to management positions. For this purpose, there were
a total of 42 hearings for managers of regional offices (28 appointments) as well
as 196 hearings for market segment managers (80 appointments).
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In order to increase the attractiveness of careers in retail banking, the bank
added a “sales” track to its two traditional career paths {"management” and
“expert” tracks). This third career path upgrades the value assigned to direct work
with customers, and opens the door for maore rapid career advancement for
employees in sales positions, without having to depart from the principle of a flat
hierarchy.

As planned even pricr to the merger decision, support functions at both banks
were merged into Group functions during 2001, One of tne most important tasks
of the Personnel department during the past business year involved the legal and
administrative integration into Bank Austria of just under 900 employees from
Creditanstalt. These employees are active in Group functions, and therefore
pursuant {o labour regulations were to be given employment contracts by

Bank Austria. The preparation, negotiation and implementation of the respective -

internal staff regulations were all concluded on & timely basis. In addition, an internal
staff requlation was passed to deal with the implications under labour law of the
loss of the City of Vienna as deficiency guarantor. This regulfation will apply to all

_new employees beginning in 2002.

.. With the legal merger in August 2002, “Bank Austria Creditanstalt” will absorb
- the-remaining-3,700 Creditanstalt employees, The details of the absorption pro-

cess are basicelly in line with the agreements reached in 2001. In addition to this,

_thére are numerous other integration issues 1o solve, as ali personnel regulations

for Creditanstalt employees will be absorbed by “Bank Austria Creditanstalt”.

Integration of Creditanstalt employees
in Bank Austria

Waork began in 2001 to create uniform conditions for all employees by the merger

date, which will extend from part-time working opportunities, the tracking of work
hours, social facilities and training processes, to financial terms and conditions for
employees.

Central and Eastern Europe

In 2001, the newly-created Human Resources CEE department dealt largely with
regional integration tasks in Poland, the Czech Republic, Siovakia, Hungary and

~ Croatia. In those countries where the legal merger between Bank Austria and HVB

units was scheduled for 1 Qctober, the top three levels of management were
appointed on time and the employment contracts were standardised. The changes
were accompanied by change management programmes. Together with the local
human resources managers, we made it our highest priority to provide the some
3,000 employees already active in these countries for our Group prior to the
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merger in Poland with a clear picture of the changes to be expected, and to

invoive these employees in the ongoing process,

in Poland, some 13,400 employees are affected by the merger of 8PH and PBK.
The top three management levels have zlready been appointed, and &ll necessary
prerequisites have been met in order to realise the considerable potential for syn-
ergies — flanked by a professional change management team at the personnel level
in a delicate environment.

Human Resources CEE supported the strongly-expanding subsidiary banks in the
region of South-East Europe, and provided human resources expertise in connec-
tion with Bank Austria’s participation in several privatisation tenders. In Yugoslavia,
our newly-created supsidiary bank has already incorporated these personnel
policies and internal staff regulations. Projects refated to the creation of new banks

“in"Bosnia and Bulgaria were begun and are being vigorous!y pursued. '

Staff reductions at Bank Austria and Creditanstalt
Staffing levels at Bank Austria and Creditanstalt

(inc). subsidiaries that perform specialist functions and data processing subsidiaries)
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Forward-locking human resources planning

Mergers have been undertaken in Austria — and are being undertaken in CEE -
in order to benefit from earnings synergies through greater market coverage and
by participating in growth markets, and to achieve cost reductions through the
elimination of duplication and through a more efficient division of labour.

The results of consolidation efforts on the overbanked Austrian market have
already been mentioned severa! times throughout this report. They are also reflected
in the steady implementation of the bank’s persannel objectives, which can be
expressed in well-defined, manageable figures. Initially for Bank Austria AG and
Creditanstalt AG on a pro-forma basis, then beginning in 1997 for the Group, later
including the separate company Bank Austria Creditanstalt International in Austria,

and finally as the sub-groups of Bank Austria + Creditanstalt in Austria (by staffing

levels including subsidiaries performing specialist functions and services, but exclud-
ing staff at unconsolidated companies). According to these figures, staffing levels
in Austria have been reduced by 25% since 1991, and by 18% since 1996. The
personnel target for 2004, which was defined at the same time as the merger
project was decided, is 11,600 employees, which corresponds to an additional

reduction of 4.3% (see chart on page 127).

Qualifications initiztive and management development

The training facilities of Bank Austria and Creditanstalt {“CA-Akadamie”) were
merged at the beginning of 2002. The goal was, &nd is, to combine the best
aspects of each bank's offering into a challenging and effective programme, there-
by making an important contribution to the merger of both corporate cultures.
An example is the comprehensive range of computer-based training (CBT) in the
“specialist training” segment from Creditanstalt as well as the demanding inter-
national programmaes in the “management qualification training” segmens from
Bank Austria.

In the course of the past year, our employees consumed some 39,200 training
days, and participated in some 2,300 seminars.

A broad development and training initiative launched at the beginning of 2002
is aimed primarily at promising junior staff, executives and managers. The pro-
gramme is-run outside the bank together with renowned universities and inter-

national businass schools.

All of the participants in 2001, a total of 40 executives at the second and third .

management levels, successfully completed the university-style examinations.
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in the coming months, additional

training measures will be implemented

pursuant ta the “Bank zum Erfolg”
project

“E-business as market strategy” is the name of a bank-wide training offensive
which began in the first quarter of 2001, in the form of web-based training on the
topic of e-culture. The participants themselives are responsible for training results.
An integrated test ensures that all employees have a solid knowledge of business
via the Internet, in particular in the e-banking segment. A further objective of this
training was also to increase the share of onfine-banking users among the bank's

own employees.

A special training programme, with a focus on risk management, was prepared
for our subsidiary banks in CEE to promote and benefit from the diversity of our
employees. In order to ensure uniform, Group-wide quality standards in this area,
trainers from CEE countries were trained in special seminars together with their
Austrian colleagues.

In line with the strategy of holding training sessions on.location if possible,
employees from Bank Austria‘’s training department participated in the integration
process in Poland, and provided both strategic and organisational support, partic-

ularly in the areas of training systems and training measures.

Trainees - tomorrow’s top performers

In 2001 a new trainee programme was developed for particularly qualified grad-
uates from universities and schools of higher learning. Graduates are selected after
an evzluation by our Assessment Center and a positive recommendation by the

respective business unit. During a 15-month training period, trainees are advised
by a mentor in the respective business unit. Through on-the-job training and hands-on

experience in related departments, results-oriented thinking and behaviour is a key
element of training from the very beginning. General management abilities such as
presentation techniques, project management and financial English are further core
aspects of the training process.

Development programme for high-potential individuals

Sixteen participants from nine CEE countries successfully took part in a pro-
gramme in 2001 which was developed jointly with the Vienna University. of
this course of study is comparable with a Masters -of Business Administration-
programme. The participants were selected by the subsidiary banks themselves. This
human resources tool is highly regarded by participants and by the responsible
personne! officers. All available places for the course have already been taken for

the coming year.
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Ticket ¢@ sWUcCcess

Employee turnover can fluctuate sharply, particularly in times of change. To
counteract this trend, the Managing Board decided at the beginning of October to
start an employee loyalty procgramme called “Erfolgsticket” (ticket to success).

Some 260 high-potential individuals were selected for their high level of com-
mitment and presented with “Erfolgstickets” in the amount of € 5,500, € 7,250 or
£ 14,500, This ticket is a training coupon that can be used for further individual
development, e.g. participation in international management development pro-

grammes.

Social competence, diversity/equality management

For years Bank Austria has been recognised as a company with social compe-
tence. Equal opportunity is a reality here, anc is achieved through a process of
enhancing awareness and through a favourable work environment (e.g. with a

company kindergarten), and not through directives.

The objective well-peing of our employees is an important concern. For
Bank Austria as a responsible employer, the health of employees is of great
importance ~ slogan: good health also pays dividends! With the merger of the
health facilities of Bank Austria and Creditanstalt, teams of doctors and ather
health professionals are available to employees at three locations for both

preventive medicine and treatment.

Current efforts under way at both Bank Austria and Creditanstalt to promote
equal opportunity were combined in the new 'ﬁ'rgub'Personnel‘aivision. Under the
concept of diversity, which goes beyond gender considerations, these efforts were
made an important aspect of the division's work.

Diversity describes the phenomenon of variety, and promotes a positive response
to the differences among humans that take the shape of gender, race, language,
ethnic-cultural and religious values, marital status, age, social status, etc. Most
important is the realisation that the key to the long-term success of a company lies
in making use of all the various gualities, talents, and the complete range of

employee personalities, and not the mere sense of benevolent responsibility for

these employees.
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Personnel division: a key player in Employee particularities should be viewed as valuable assets. The conscious
establishing a sustainable corporate

management of diversity results in higher productivity and greater competitiveness.
structure .

In fact, it is the combination of varying perspectives and abilities that promotes
Creativity and innovation.

Equality management - equal opportunities for men and women - is an impor-
tant consideration. With females accounting for 54% of the workforce, it is of
great importance for the company to recognise the "high potentials” among its
female employees, and to promote and take advantage of this potential, thereby
also gradually reducing the imbalances which exist at management levels.

Through a broad range of activities, pilot projects and the development of stra-
tegies, the bank is attempting to strengthen its commitment to the concept of
diversity/equality. A number of examples in this regard: including diversity/gender
considerations in training prdgrammés; special seminars for female managers/
promising junior staff, and for women returning to the bank following maternity
leave; the ability to maintain contacts during maternity leave; providing a variety of
information material to those on maternity leave; various part-time work oppor-
tunities and mentoring.

L ) The constant monitering and further improvement in the work environment, angd
the promotion of the process enhancing awareness throughout the Group, are the
tasks of specially-appointed diversity/equality managers.

v
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Corporate Communications

Within the HVB Group, the Bank Austria Creditanstalt Group is respensible for
managing business activities in Central and Eastern Europe. This lead function also
applies to corporate communications. In order to fulfil this task in the best possi-
ble way, at the beginning of the year Austria’s largest bank restructured.its com-

_munications tasks into three functions: Group internal Communications (GIC),
Group Public Relations {GPR) and Group Marketing Communications (GMC). Each
of these three units has responsibility for its respective areas of competence both
in Austria and in CEE - for all Group brands in this region.

Group Internz! Communications

The successful implementation of corporzte strategy goes hand in hand with
comprehensive and targeted information provided to employees ~ a fact that
applies not only to Bank Austria. On account of the merger with HypoVereinsbank
and Bank Austria’s function as lead company for Central and Eastern Europe, the
number of “internal customers” served by the communications team has con-
tinually expanded. In order to respond appropriately to this trend, Group Internal
Communications (GIC), a support function reporting directly to the Chairman of
the Managing Board, was established at the beginning of the year.

in addition to the production and dissemination of Group information, the
most important tasks handled by this department include the cocrdination of cor-
porate communications within the Bank Austria Creditanstalt Group and its sub-
sidiaries in CEE. Through an optimal mix of classical (print) and modern (Intranet)
fnedia, some 30,000 employees are continually supphed with current, compre-
hensive information. For the CEE business segment, a periodical entitled “CEE
Visions” was created which informs readers about current trends in this important
growth region. In order to provide all subsidiaries with access to relevant data at
a corporate fevel, an Extranet platform was installed. What was initially conceived
as a pilot project for a number of subsidiaries proved to be a success during the
test phase, and has been used by virtually all subsidiary companies since mid-year.
The activities of Group Internal Communications were rounded off by numerous
events held within the bank in which both top management and employees
participated.

During the current business year, corporate communications will focus on the
merger between Bank Austria and Creditanstalt, and ongoing efforts will continue
to fine-tune existing, as well as implement new, communications tools.
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Group Public Relations

Group Public Relations (GPR} is responsible for the Group's public relations
activities in Austria and the CEE region, which involve press contacts, putlications,
events, the Internet as well as the arts and culture.

Four main areas of emphasis determinead the Group’s PR work in 2001: in spring,

The Bank Austria Creditanstalt Group the decision was taken to merge Bank Austria and Creditenstalt. GPR provided the
is consistently positioned as Austria’s
top bank and the leading bank in
Central and Eastern Europe

public with information on the integration process that will be completed in
summer 2002, and positioned the new Bank Austria Creditanstalt as the leading |
Austrian provider of financial services. GPR placed strong emphasis on an active,

cpen approach to communications in this regard.

The role of the Bank Austria Creditanstalt Group as competence centre within

the HVB Group for the growth markets in CEE was heavily promotec. GPR supported

T __'the integration process between Bank Austria Creditanstalt and HVB units in

o * individual CEE countries: The high.level of cooperation with local communications
units has praved tc be very successful.

The bank’s leading position in Centrai and Eastern Europe was consistently

promoted, particularly via the international media.

in Austria, its domestic market, the new Bank Austria Creditanstalt plans to streng-
then its market position in the regions outside the Vienna area. Group Public Relations
conwveyed this message to the public, and intensified supra-regional PR activities.

The Bank Austria Creditanstalt Group launched a series of international events -

Euromeney again honours the Group’s  the Bank Austria Creditanstalt Forum on Europe '~ underlining-its position as the
CEE activities with the “Best Bank in

region’s feading bank. The highlight of the series took place in Vienna on 20 Sep-
Emerging Europe” award

tember, at an event which counted over 600 high-level participants from the fields
of business and politics from more than ten countries. The event was very wel)
received by the participants, and positive reports were published by the national
and international media.

Central and Eastern Europe was also the focus of the Group’s cultural sponsoring
activities. An important project during the year was “Kuiturraum Mitteleuropa”,
which is working to establish a comprehensive sponsoring programme for the
region of Austria and CEE. This programme pursues a clearly-defined sponsoring
strategy with an emphasis on the fine arts, music and literature.

In the fine-arts sector, the Bank Austria Kunstforum has established itself as one of
the teading art galleries in Austria. Since it was set up in 1988, over 3.2 million art
enthusiasts have visited the Bank Austria Kunstforum. In 2001 as well, our art gallery
had some 200,000 visiters, attesting to its continued popularity among the public.
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In addition, the Bank Austria Creditanstalt Group also supports aspiring young
artists through the purchase of works of art, and once a year it awards the Eisler Prize
in memory of the respected Austrian artist Georg Eisler. Together with the Vienna
Philharmenic Orchestra, the Group supports young European musicians at the
master course held at the Trenta International Music Forum, where the most
promising musicians ere instructed by members of the orchestra.

Group Marketing Communications

At the beginning of the year, the advertising teams of Bank Austria and Credit-
anstalt were recrganised to form a single strong and efficient team. Group Marketing
Communications (GMC) comprises an advertising strategy unit and an implemen-
tation unit. It is further divided into a CEE team, a sports marketing team and back-
officg_fun;tions. . '

In Austria, the bank changed over to the creative agency jung v. Matt in the
middle of the reporting year. In additicn to providing support Tor sales priorities, the
initial main task is to gradually blend together the two strong Austrian brands
“Bank Austria” and "Creditanstalt”. This blending process will fead to the creation
of the combined brand name “Bank Austria Creditanstzlt” in August 2002. In this

combined name, each brand is given equal recognition, thereby offering the customers

of each bank a familiar “emotional home”. The proven siogan: “Die Bank zum Erfolg”
— already used in 1948 by the former Landerbank, one of Bank Austria’s predecessor
institutions, and since the 1980s by Creditanstalt — will continue to communicate the
main concern'of Bank Austria Creditanstalt: the success of its customers.

On account of the currently practised parther advertising, i.e., the joint market-

-ing-by-both.banks of harmonised products and services, synergies are being achieved

which amount to some € 8.5 m per year.

In the other countries of Central and Eastern Europe, work has begun under the
aegis of GMC to implement the globally-valid brand strategy determined in Vienna and
Munich that helps to realise the “Bank of the Regions” strategy at the branding level.

In Poland, where the merger of BPH and PBK created the country's third
fargest bank, work has also begun towards developing a new brand name. Next to
"HypoVereinsbank” in Germany and “Bank Austria Creditanstalt” in Austria, the
subsidiary bank in Poland will be the third strong independent brand within the
“HVB Group”. Until technical systems are harmonised at year-end 2002, the
subsidiary will operate under the combined brand name “BPH PBK".
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In Central and Eastern Europe, the
global branding strategy has been
implemented.

Brand names in CEE: HVB + name of

country + Bank Austria’s “red wave"

In the other CEE countries, neither HypoVereinsbank nor the Bank Austria
Creditanstait Group - due to their target group strategy — invested heavily to build
up the respective local drands in the past. In order to achieve the highest possible
synergy effects with the general brand name “HVB Group”, under which the
Group competes internationally, the Group operates in these countries under the
brand name "HVB + name of country”, such as “HVB Slovakia”. This principle is
followed globally. In those areas for which Bank Austria Creditanstalt is responsible,
the "red wave” is an integral part of the logo. This establishes a link to the previous
market presence, and also documents the leadership role played by the Bank Austria
Creditanstalt Group.

In arder to find the optimal local advertising partner to help the Group imgle-
ment its creative strategy, competitive presentations were held in all of the CEE
countnes While mdependem local creative agencies serve our subsidiary banks,
the entire media budget of the Bank Austria Creditanstait Group was combined. In
this regard as well, a pitch was held, accompanied by the London agency “Media
Audits” which specialises in mediz pitches. “Mediacom” emerged as winner, and
at the beginning of 2002 began managing the media budget in Austria and the
CEE region. '

Altogether, the organisational measures mentioned above resulted in sustained
synergy effects totalling some € 2 m per year.

The new sports sponsoring strategy developed for Austria will also yield additional
synergles The merger of Bank AJstna and Creditanstalt results in a very hetero-
geneous portfoho in this regard Thus 3 represemanve market survey was taken 0
assess the active and passive interests of customers and non-customers in the
various types of sports, how sponsoring activities are perceived and which image
factors are associated with individual sports. The results were compared to existing
contracts, and a cost/benefit analysis was performed. This led 1o the future focus
on football, tennis and golf — where the bank wiit concentrate on sponsoring teams
and events. A gradual strategic withdrawal will be made from other types of sports.

The savings potentizl from this focus on sports sponsoring will also amount to
scme € 2 m per year.

In total, the measures mentioned above — partner advertising until August 2002,
followed by the use of a combined brand name, organisational changes and a new
direction for sports sponsoring - will yield savings due to synergy effects of € 12.5m
per year. The same high level of advertising effectiveness will nonetheless be
meintained in the relevant target groups.
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From Environment Management to Sustainability

“Sustainable Development” was the principal theme adopted for the World
Conference on Environment and Development in Rio de Janeiro. The term covers
economic prosperity (growth, affluence), an intact environment (preservation of
resources) and social cohesion as integrated objectives. The quality of life of mankind
can only be permanently maintained if these three goals are simuftaneously realised.
“Permanently maintained” means "sustainable” in the sense that the needs of the
current generation are met without adversely affecting those of the following gener-  Sustainability -
ation. This fundamental principle, which is unlikely to be denied, is now siowly taking ~ More than just a catchword
- - ts.place in.everyday life - especially foliowing decisions taken by the EU in Gothen-
o burg, and due to changing public awareness — after being limited almost exclusively
-- 10 intematic;ugl_gg;wf‘éregzé‘;.bfbda—y: an immanent contradiction s io fongerseemto - o e Ll o
. exist between the objectives of sustained growth and areater prosperity on the one

hand, and environmental conservation and social balance on the other.

The Bank Austria Creditanstalt Group is endeavouring to include ecological and
social considerations in its business operations, and rather than consider these as
being of secondary importance, it wants to gradually incorporate these factors as
part of a balanced whole. The way is the goal: in cur company we view the sus-
tained protection of the environment and society as an cngoing process. The bank
is also integrated in the environmentat network of the HVB Group.

At the Rio summit in 1992 some financial institutions submitted a “Statement

by Banks on the Environment and Sustainable Development” (UNEP Statement,

—— United Nations Environment Programme). Both Bank Austria and Creditanstalt had ‘ ]
already signed this Statement in 1992, In the general section of this voluntary™ “UNEP Statement signed in

1992
undertaking they acknowledge that the protection of the environment pursuant to

the guiding principle of sustainable development also belongs to the most pressing

tasks of the business sector, including the banking industry. Besides other factors,

the signatories agree to “integrate environmental considerations into banking

operations and businass decisions” and to include potential environmental risks in

“the normal checklist of risk assessment and menagement”. Furthermore, the

institutions undertake to support and develop banking products and services which

premote environmental protection where there is a sound business rationale.
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As a company and intermediary, committed to sustainability

From the UNEF Statement it is evident that a universal bank is faced with the
requirement of “sustainability” at a number of levels. To start with, at the level of the
company itself; the sustainable increase in value as an economic goal replaces a
Interdependent corporate goals strategy based on short-term profits and dividend distribution, and is most certainly
in the interest of shareholders and customers. A bank’s efficiency as service-provider
dspends on the commitment, motivation and creativity of its employees. its personnel
policy promotes the optimal coordination of diverse compeonents — regional, ethnic,
by age groups and by sex. This is especially important for a bank which claims to be &
group of institutions with strong regional raots - the key word here is "diversity”.

While a bank, like any other preducer, also avails itself of external resources over
and beyond manpower, it should not burden society with additional costs - the

ecological aspect of business.

But quite apart from this consideration, banks assume responsibility as deposit-
, taking institutions, intermediaries and lenders. As intermediaries, banks are also
Credit institutions involved in Involved in environmental risks: ecological damage sooner or later also results in

oo -environmentalrisks damage for the bank, whether in the form of loan losses, liability or damage to the
' bank’s image. Tnese risks should be eliminated from the very start, both in ore's'own =~ = -

Sustainable development

Economics
not short term, but
permanent gains in the value
of the company in accordance
with the concept ¢f building
wealth through each

generation
Ecology o [EQUITES . Sotial aspects
responsible preservation motivated, well-balanced
of resources, ecological staff base, diversity,
) management and indirect responsibility within
‘ co-responsibitity for the company and in
environmental risk as society

financial intermediary
{product ecology}
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and in the greater interest, and customers should be protected from such risks.
“Ethical-ecological” considerations are also of growing importance for investors.

Product ecology

Product ecology on the one hand means taking measures to reduce risk, and on
the other hand taking advantage of opportunities which arise from technical
progress: on account of the more stringent legislation on environmental protection,
corporate customers can come under pressure through, for example, statutory
requirements to reduce emissions, which may suddenly confront them with invest-  Evaluation of risk in the interest of
ment expenditures for which they are not prepared, or the requirements may weaken  Poth customers and the bank
profitability through the need to pay substantial environmental taxes and fines. This
in turn increases the risk of default or the risk that 2 company may not be in a
position to pay at maturity. The application of more stringent control measures is
therefore in the bank’s cwn interest. The Basel Committee on Banking Supervision
has also decided that banks should in future be able to hold a lower fevel of equity
capital against loans with lower risk on account of new or improved evaluation

procedures. This will reduce the risk premiums and interest payments.

The grezt diversity of regional and global aid that is available to a company
makes high-guality, individual advisory services indispensable for environment-
related project financings. Customer advisers can draw on the expertise of the  Environment desk supports customer
bank’s environment desk in this process. The environment desk supports the credit ~advisers and customers
risk management department in evaluating the environmental risk, whilst also . i
offerifg comprehensive consuiting services. These services include the evaluation . T
of industries in regard to the relevance of former waste sites and potential hazards,

and the viewing of a company’s operating facilities and liaising with the authorities.

An important task for us is to support our business partners in the CEE countries
with our activities and advisory services within the framewaork of the pre-accession

strategy in issues regarding the environment, infrastructure and former waste sites,

The environmental policy of the accession candidates must already have reached

e ISPA, Sapard, Synergy, SAVE Il ALTENER, LIFE Ill, the European Programme for ~ Protection inCEE SRR
"Research and Development, Eureka, Twinning) in different combinations with - B

" TEU standards at the point they join the Union. The use of EU-instruments. (PHARE,  Investments.in environmental

environment-related financings has an indirect impact on improvements to the
environment in Central and Eastern Europe. Projects that are being supported focus
on drinking water, waste water, waste, and maintaining air cleanliness. There is

great potential in this area; according tc EU computations, environmental invest-
ments of about € 120 bn are required to reach EU standards.
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The Bank Austria Creditanstalt Group’s financing volume for public-sector infra-
A start: key figures for the Bank Austria

Creditanstait Group (domestic business)
pursuant to ViU ranged from sewage systems and water treatment plants to health and educational

structure facilities in Austria and CEE exceeded € 6 bn. The financing projects

tem Unit 000 1999  facilities and to promoting energy conservation measures in facility management.

The range of products also includes energy cantracting solutions which are taifored

Blectricity KWniemployee 6,111 3643 44 maet specific requirements not only in Austria, but especially those in our core

Waste kgfemployee 253 242 . ‘ .

Business travel km/emplovee 1,220 1,250 market of Central and Eastern Europe. This product, analogous to project finance,

Paper kgfemplayee 50 41 involves the financing of sustainable energy conservation measures which are
Adjemployee - 997 8307 3rqortised by the refated cost savings.

Water litresfemployee/day 81 103

Ecology management for “sustainable banking operations”

It goes without saying that the standards which one preaches must also be
applied to oneself. The question of sustainability should be & common theme
throughout the bank's operations. The ecoiogy management unit, which was
established in 1998, focuses on improvements in the area of emissions, energy
management throughout the bank and numerous ecology-related issues. The
bank’s efforts were acknowledged by Austrie's Environment Minister in 2001.

The activities of the Bank Austria Creditanstalt Group burdened the environment
mostly through the consumption of electricity, business travel and consumption of
paper. Cur objective is to more efficiently use available resources and thereby cut
costs and reduce the burden on the environment. In the past year we succeeded in
locating a new partner for a 100% re-use rate of toners, ink ribbons and cartridges.

Ecology-refated activities endeavour to  In addition, we receive about € 5 per item returned. Despite the higher volume of
heighten awareness of employees waste per employee, which was the result of the need to move employees from
one location to another due to restructuring measures, the Group achieved cost
savings of some 10% by concentrating on only a few waste disposal partners.

Although the Intranet was further sromoted as the most important information
medium, the large volume of e-mails resulted in higher paper consumption. An
important task will therefore be o heighten employee awareness in regard to the

value of scarce resources.

The Bank Austria Creditanstait Group, with its ecology-related activities, is
endeavouring to draw attention to the need for the preservation of resources and
sustainable management through the implementation of the company's guiding
principle. In this way it seeks to meet the requirements of the international UNEP
Statement by banks on environmental protection.
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Consolidated Financial Statements of Bank Austria for 2001

Income statement of the Bank Austria Creditanstalt Group
for the year ended 31 December 2001

Interest income T 8,190 W 8,670 - 480 -55
Interest expenses 5518 6,430 -912 -14.2
Net interest income 2) 2,672 2,240 432 19.3
Losses on loans and advances 3) 703 666 38 5.6
Net interest income after losses on loans and advances | 1,869 1,575 395 25.1
Fee and commission income 1,376 1,118 258 23.1
Fee and commission expenses 316 257 59 23.1

Net fee and commission income L (4) 1,061 862 199 - 23 _
- Net trading result s : Gy .4 261 w132 e 240 0 90.8
General administrative expenses (6) 2,773 2,159 614 28.4
Balance of other operating income and expenses () i 4 | - =57 - “GF o > =100
OPERATING PROFIT <" ' 552 | 3577 185 547

: ~ Netincome from investmenis " (8) 87 334 ~147 o - 440 .
" Amortisation of goodwill 9 73 30 0 43 >100
~ Balance of other income and expenses r - 10 1 -11 >~100
Profit from ordinary activities ™ - B 655 | 662 -7 -1.0
Balance of extraordinary income and expenses ~ - - -

. NET INCOME BEFORE TAXES~ ] 655 662 . =7 . v 10 AREN
Taxes on income (10) -98 -47 -51 > 100
Net income 557 615 -58 -9.4
Minority interests jé 23 31 > 100
CONSOLIDATED NET INCOME 483 592 - 109 -18.4

I

Key figures

T N s

Costfincome ratio 68.8% | 66.7%"

Return on equity after taxes 10.2% l— 13.1%

Earnings per share (in €) (1 | 424 517
[

*} 67.9% pursuant to the definition for 2001

14_?} Consolidated financial statements
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Balance sheet of the Bank Austria Creditanstalt Group

at 31 December 2001

Assets

TOTAL ASSETS

Cash and balances with central banks 3,428 1,623 1,804 > 100
Loans and advances to, and placements with, banks (12) 42,596 39,417 3,179 8.1
Loans and advances to customers (12) 78,583 82,320 - 3,737 ~-45
~ —Loan loss provisions (13) -3,425 - 2,856 - 569 19.9
Trading assets 4, 13,735 14,256 - 520 -3.7
Investments sy ] 17,819 26,182 - 8,363 -31.9
“Intangible assets o pe | 1085 | 642 403 62.7
e “Property and equipment G ][ 1308 | 1248 .60 4B
Other assets an | 4508 ] 2,188 T3
| 165,019 -5,422°
!

Liabilities and sha_reholdé}'s' equity

159,597

(18) 48,352 59,105
Amounts owed to customers (1) 59,962 53,047 6,915 13.0
Liabilities evidenced by certificates ) 23,186 31,283 -8097  -25¢
Trading liabilities (20} 7,122 5,294 1,828 34.5
Provisicns @u 3,251 2,972 279 9.4
Other liabilities 2 4,420 3,005 1,415 47.1
B Subordinated capital {23) 7,231 5,030 2,202 43.8
Minority interests ’ 1,196 669 527 78.7
Shareholders’ equity 4,875 4,615 260 5.6
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY | 158,597 165,018 -5,422 -33

Consolidated financial statements
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Statement of changes in shareholders’ equity of the
Bank Austria Creditanstalt Group

5 ‘ - - o
As at 31 December 1999 847 1,989 1,605 4,441
Consclidated net income 592 592
Dividend payment | -114 -114
Foreign currency translation reserve 1) : -104 -101
Conversion and redemption of participation certificates -8 -9 =23 -40
Share buyback -10 10 -74 -74
Spin-off into Bank Austria Holding 182 -199 -17
Other changes -72 -72

-~ 4,615

As at 31 December 2000 829 2,172 1,614 T

IR oy T e T R e W P B
e e

As at 31 December 2000 o L . IR e
(befqre application of IAS 39) 829 j‘2,172 T 1614 S - 4,615

Adjustment for application of 1AS 39 2) o B -121 -121

As at 1 January 2001 '

(after application of 1AS 39) 829 2,172 1,614 -121 4,494

Consolidated net income 483 483
‘ ';'BTViﬂéﬁa;ﬁa‘Ymen't . : ‘ toqqp e -116

Foreign currency translation reserve 1) 180 180

Gains and losses recognised directly in equity :

in accordance with [AS 39 -158 -158

Other changes 5 -13 -8

As at 31 December 2001 3) 829 2,177 2,148 -279 4,875

"7 #) Usubscribed capital and capitatreserves as shown in-the separate financial statements of Bank Austria AG

1) Including hedges of net investment in foreign entities

2) Remeasurement of available-for-sale assets resulted in a gain of € 23 m, remeasurement of cash flow hedges resulted in a loss of € 144 m,
both recognised directly in equity.

3} On the balance sheet date, the available-for-sale reserve amounted to € - 120 m (after adjustment for deferred taxes of € 62 m} and
the cash flow hedge reserve was € - 159 m (after adjustment for deferred taxes of € 82 m).
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Cas_h flow statement

1
[@m~ 200)] : ]

NET INCOME 557 | 615
Non-cash items included in net income, and adjustments to
reconcile net income to cash flows from operating activities

Depreciation, amortisation, losses on loans and advances, and changes in fair values 1,162 1,072

Increase in provisions 255 185

increase/decrease in other non-cash items 218 -114

Gainsflosses on disposals of intangible assets,

property and equipment, and investments -2 - 387
SUB-TOTAL ~ . 1,951 131
Increase/decrease in operating assets and liabilities
after adjustment for non-cash compenents

Trading assets ~5,155 - 4,162

Loans and advances - - 11,655 ~13,543

Other assets — " ~5,017 8

Amounts owed to banks and customers 178,252 |t

Ligbilities evidenced by certificates 3,413

Other liabilities . 5409 | o370
CASH FLOWS FROM OPERATING ACTIVITIES - 3,791 b 858 -
Proceeds from disposalof .. D

investments 6,910 ¢ 6,328

property.and equipment 177 [7en el 905
Payments for purchases of e

investments - 4,153 - 7670

property and equipment - 865 -320
Net inflow from transfers of regional operations (€ 117 m from sales, € 477 m from purchases) 594 274
Other changes -112 -124
CASH FLOWS FROM INVESTING ACTIVITIES.: = 2,550 S eRE317.
Proceeds from conversion of participation certificates - 4
Share buyback, redemption of participaticn certificates, dividends paid ~ 116 -~ 232
Subordinated liabilities and other financing activities 2,133 1,464
CASH FLOWS FROM FINANCING ACTIVITIES 2,017 1,236
CASH AND CASH EQUIVALENTS AT END OF PREVIOUS PERIOD 1,623 848

Cash flows frpm operating activities -2,79% 858

Cash flaws from investing activities 2,550 -1,317

Cash flows from financing activities 2,017 1,236

Effects of exchange rate changes 29 -2
CASH AND CASK EQUIVALENTS AT END QF PERIOD 3,428 1,623
PAYMENTS FOR TAXES, INTEREST AND DIVIDENDS

tncome taxes paid 120 41

interest received 8,136 7,591

Interest paid ~5,588 -5,829

Dividends received 143 24D

Consolidated financial statements

149

EEE——




Notes to the Consolidated Financial Statements of Bank Austria

(1) Summary of significant accounting principles
The 2001 consolidated financial statements of Bank Austria have been prepared in accord-
ance with International Accounting Standards (IAS). Under the division of respensibilities
pursuant 1o the Bank of the Regions Agreement with Bayerische Hypo- und Vereinsbank AG,
Munich, {hereinafter referred to as HypoVereinsbank or HVB), Bank Austria has taken over
HVB's activities in Central and Eastern Europe and, in turn, transferred to HVB the major part
of its own activities outside CEE. To make data comparable to some extent with the previous
year's figures, and to enable users to properly assess the development of the Bank Austria
Creditanstalt Group in 2001, a pro-forma presentation as at year-end 2000 of the Bank Austria
Creditanstalt Group in the new Group structure presented in the annual report for 2001 has

been inciuded in the management report on page 33 and subsequent pages.

Unless indicated otherwise, all figures are in milfions of euros (€).

All1ASs published by the IASC (now: 1ASB) as lniérnétional Accounting Standards untit the

. end of 2001 have been applied in preparing_thesé consolidated financial statements. The

.. been prepared.in accordance.with 1AS on a uniform Group- wyde bas»s e
-r' B4 Tl

comparative figures for the previous vear are also based.on 1Hese staridards,-with the excep-
tion of 1AS 39 and IAS 40, both of which became oper‘atjve for financial-statements covering

financie! years beginning on or after 1 January 2001..
Interpretations SIC 1 to SIC 31 issued by the Standing Intérpretations Committee (SIC)
have also been taken into account. :

The consolidated financial statements of Bank Austria presented in accordance with 1AS

are based on the separate financial statements of all consolidated companies, which have

Material differences between IAS rules and Austrian generaHy accepted accountmg

pnrc:p}es in reportmg spem»lc items of the balance sheet and the income statement are

-explained-in the.notes to the relevant items or in the descnphon of the pnncxpal differences

between consclidated financial statements in accordance W|th [AS and consohdated financial

statements under Austtian generally accepted accounting.principles in nota 46.

International Accounting Standard {IAS) 39 contains rules for recognising and measuring
finandial instruments. 1AS 29 requires all financial assets and liabilities, including derivatives,
to bz recognised in the balance sheet. They must be classified into defined categories and
measured according to the rules applicable to each category. When IAS 39 was initially
applied at the beginning of the financial year, adjustments tc carrying amounts in the balance

sheet were recognised directly in equity with no effect on net income,

As before, all items held for trading (including derivatives and trading liabilities) are carried

at their fair values, with gains or losses on such items being inciuded in net income.

” ..;.w-‘m‘.ﬁc_% Notes

IASs applied

Changes in accounting
principles

Changes resulting from 1AS 39
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Loans and receivables originated by Bank Austria and liabilities continue to be carried at

amortised cost, Spot purchases of financial assets are recognised on the trade date.

Held-to-maturity investments are carried at amortised cost and adjusted to the repayable
amaunts until final maturity. On the balance sheet, this part of Bank Austria's fixed-income

securities portfolio is included in the item Investments.

Securities and receivables which are not held for trading and are available for sale form a
separate category of financial instruments. For the purpose of determining fair values in
customer business, the present value is calculated by discounting future cash flows from the
asset, using the current swap interest rate curve in the respective currency. Changes in fair
value resulting from remeasurement are recognised in a separate sub-item of shareholders’
equity (available-for-sale reserve), with no effect on net income, until the asset is sold. As there
is no reliable valuation mode! for determining the fair values of shares and profit-sharing
rights in unlisted companies, such assets continue to be carried at cost.

Derivatives Financial derivatives not held for trading are reéogdfs’edici- the balance sheet at their fair

values for the first time. Changes in fair value in the financial year are included in net incoma.
Exceptions zre those derivatives, described in more detail'below, which are designated as

hedging instruments in cash flow hedges.

Bank Austria accounts for hedging relationships between financial instruments in the two
ways set out in [AS 39: as cash flow hedges or as fair value hedges.

Hedge accounting in accordance with IAS 39 requires an interpretation of the Standard
which takes.account of the economic substance of transactions in order to avoid inappro-
.- L oeeliT.o oo pristerrecognition in the balanee sheet and in the income statement, and to avoid abandoning - - miar

essential elements of Bank Austria’s modern risk management system.

A fair value hedge - defined in 1AS 39 as a hedge of the exposure to changes in fair value
of a recognised asset or liability — is used by Bank Austria especially for its own issues.
Changes in the fair values of derivatives designated as hedging instruments are included in
net income. The carrying amounts of hedged items are adjusted for gains or iosses, and these
adjustments are also recognised in net incame, tc the extent that the gains or losses are
attributable to the hedged risk.

Derivatives designated as hedges of interest rate risk within the framework of Bank Austria’s
asset-liability management activities are accounted for as cash flow hedges in accordance
with 1AS 39. For the purpose of cash flow hedge accounting in accordance with 1AS 39,
variable-rate interest payments on variable-rate assets or liabilities are swapped for fixed-rate
interest payments prin{arily by means of interest rate swaps. To document hedging relation-
ships, Bank Austria has prepared a detailed schedule which, as at the end of each guarter
and as at the balance sheet date, shows the balance sheet items with future cash flows in
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the form of variable-rate interest payments on variable-rate assets and liabilities to be

hedged, and the relevant interest rate derivatives with varigble-rate interest payments.

Changes in the fair values of derivatives designated as hedging instruments, to the extent
that hedging effectiveness is within the range defined in 1AS 39, are recognised in a separate
sub-item of shareholders’ equity (cash flow hedge reserve) with no effect on net income. The
cash flow hedge reserve will be released through the income statement in those periods in

which the cash flows from the hedged items are recognised in net income for the period.

In accordance with 1AS 40, Bank Austria has reclassified land and buildings held as invest-  Changes resulting from IAS 40
ment property to earn rental income and/or for capital appreciation from the item Property
and eguipment to the item Investments. Rental income from investments is included in net
interest income, as is interest paid on related funding. All other expenses and income arising
from land and buildings not used for Bfank Austria’s own purposes are now recognised in net
income from investments; such expenses and income were previcusly accounted for as other
operating expenses and income or as genaral administrative expenses. The figures for the

previous year were not adjusted because.of insignificance of the emounts. .

Balance sheet values denominated in foreign currencies are translated at the mean spot  Foreign currency translation
exchange rate, and forward foreign exchange transactions at the mean forward rate prevailing

at the balance shest date.

Finencial statements of foreign operations in foreign currency are translated into euro at
the spot exchange rate at the balance sheet date {closing rate method). Exchange differences

and the effeczive'ponions of exchange rate hedges are recognised in equity with no effect i

on net income. . R

All companies that are material and are directly or indirectly controlled by Bank Austriac AG  Consolidated companies and
have been consolidated in the consolidated financial statements. consolidation methods

Interests in associated financial companies which are materiel, i.e. companies which are
not indirectly or directly controlled by Bank Austria AG but in which it can exercise z signifi-

cant influence, are acccunted for under the equity method.

Shares in all other companies are classified as available for sale and recagnised at their fair
values, 10 the extent that fair value is reliably measurable. Changes in value are thus cirectly
recognised in equity. To the extent that fair value cannot be reliably determined, shares are
carried at amortised cost. In the case of & permanent impairment, a write-down is made

which is reversed when the circumstances that led to such write-down cease to exist.

The method of inclusion in the consolidated financial statements can be ascertained on
the basis of the list of significant equity interests given in note 34.
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The sale of Lenzing AG, which had been contractually agreed in February 2001, could not
be effected as planned because it was not approved by the European cartel authorities. As a
result of this decision, and in conformity with Bank Austria’s strategy of focusing on its core
competancies, Lenzing AG was transferred to a subsidiary of a foundation which is independent

of Bank Austria, in exchange for profit-sharing rights.

The Group holds a majority interest in Informations-Technologie Austria Ges.m.b.H., Vienna.
As a result of agreements with shareholders ouiside the Group, the company is not con-
trolled by Bank Austria AG and has therefore not been consolidated.

RINGTURM Kapitalanlagegesellschaft m.b.H., Vienna, in which a minority interest is held,

is a controllad company on the basis of agreements and has thus been consolidated.

Compared with the group of companies consolidated in the 2000 consolidated financial

statements of Bank Austria, there have been the following changes:

a) Consolidated companies Under the Bank of the Regions Agreement, the following subsidiaries were transferred to
HVB and have thus been excluded from consolidation-in the consolidated financial state-
ments of Bank Austria: T T

~ CB Bank Austria Creditanstalt (Russia) ZAO, Moscow

~ BA/CA Asia Ltd., Centra! Hong Kong '

3ank Austria Creditanstalt American LLC, New York -

- Bank Austria Creditanstalt Deutschland AG, Munich

BA/CA Capital Management Ltd., Central Hong Kong

1

The following subsidiaries of HVB were transferred to Bank Austria and have thus been
consolidated foy the first time in the 2001 consolidated financial statements of Bank Austria
with ef"éct from 1 January 2001: »

- SKWB Schoellerbank Aktiengesellschaft, Vienna
HypoVereinsbank (CZ) a.s., Prague

i

1

HypoVereinsbank Hungaria Rt., Budapest

HypcVereinsbank Slovakia a.s., Bratislava

Bank Przemystowa-Handlowy PBK S.A., Krakdw

1

HypoVereinsbank Bank Hipoteczny S.A., Warsaw

JSCB HVB Bank Ukraine, Kiev, has been excluded from consolidation because it is not

material to the consolidated financial statements.

Bank Austria’s subsidiaries in Poland, the Czech Republic and Hungary, which were
consolidated in the 2000 consolidated financial statements, were merged with the local

subsidiaries of HVB and are now operating under new names.
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MEM Vermogensverwaltung GmbH, Vienna, and Z.E.H. Vermoagensverwaltung GmbH, Vienna,
are no tonger cansclidated companies because they have merged with Bank Austria. CA Wohn-
bank AG, Vienna, is no longer a consolidated company because it has merged with Bank Austria
Wehnbaubank AG, Vienna, to form Bank Austria Creditanstalt Wohnbaubank AG, Vienna.

BA/CA Export Finance Ltd., London, was induded in the consolidated financial statements as at
1 January 20071, Bank Austria Creditanstalt Switzerland was sold in the first quarter of 2001, As the
Internet activities of the Bank Austria Creditanstalt Groug were restructured, the business operated

by CAIBON was discontinued and the company has thus been excluded from consolidation.

Reconciliation of the Bank Austria Creditanstalt Group’s 2000 balance sheet to 3

pro-forma balance sheet as at 1 January 2001

- Cash and balances with central banks

Loans and advances to, ) I
and placements with, banks 39,417 - 2,517 -103 =130 tom i 41,906

Loans and advances to customers 82,320 - 5,183 7,623 - 6 .o " 79,886
— Loan loss provisions - 2,856 -97 ~-301. -424 - xn . .-2,830
Trading assets 14,256 - 658 8,144 2,581 . . 3,350
Other current financial assets 3,751 -3,75% - - - -
Investments 22,431 3,358 1,277 4,822 -~ 2,240 20,004
Intangible assets 642 - 486 20 - 1,108
Property and equipment ] o248 393 214 o108 . - 1,746
Other assets e T 2188 - 192 2,044 1,333 1,669
TOTAL ASSETS 165,019 -97 10,933 22,279 1,434 155,010

Liabitities and-shareholders’ equity

OiGiERoRE G
R = Bl erE)

Amounts owed to banks 53,105 - 2,365 11,018 - 50,453

Amounts owed to customers 53,047 - 5,897 3,328 A 55,657
tiabilities evidenced by certificates 31,283 - 682 3,821 -4 28,139
Provisions 2,972 ~-97 86 18 - 2,943
Other liabilities 8,299 - 1,389 4,045 1,369 7,012
Subordinated capital 5,030 - 60 50 149 5,190
Minority interests 669 - 454 - - 1123
Shareholders' equity 4,615 - - - -121 4,494
TOTAL LIABILITIES AND

SHAREHOLDERS® EQUITY 165,019 -97 10,933 22,279 1,434 155,010

The item Other liabilities includes the balance of the net purchase price of additions and the net sales proceeds from disposals.
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b) Companies valued at equity

Business combinations

Consolidation procedures

Leasing

Loans and advances

Loan Joss provisions

Bank fur Karnten und Steiermark AG, Klagenfurt, Bank fur Tirol und Viorariberg AG, inns-
bruck, and Oberbank AG, Linz, were excluded from the group of companies eccounted for
under the equity method as at 31 December 2001 because, with effect from 31 December
2001, the interests in these three companies were transferred to a subsidiary of a foundation
which is independent of Bank Austria, in exchange for equity shares. Banco BBA-Creditanstalt

S.A., 530 Paulo, was aiso excluded because the interest in the company was transferred to HVB,

Whenr a subsidiary is acquired, its assets and liabilities measured at their fair values are off-
set against the cost of acquisition. The difference is recognised in the balance sheet as good-
will and amertised aver its estimated useful life on a straight-line basis over a period of 15 to
20 years,

For all equvty interests acquired efter 1 January 1995, goodwill has been calculated using

- the method éscrwbad above recognised as an asset and amortised. Goodwill arising on -

afqulsmons befo e that date has been offset against retamec earnmgs in accordance with
1AS 22,

The capital o foreign subsidiaries has been translated using the exchange rate prevailing
at the date of acquisition. Gains and losses arising on the foreign currency translation of
shareholders’ equity. are offset against retained earnings. The effect is shown in the state-

ment of changes in consolidated shareholders’ equity.

{ntragroup receivables, lizbilities, expenses and income are eliminated unless they are of

minor significance. Intragroup profits are also eliminated.

As a lessor, Bank Austria recegnises the present value of future payments under a finance
lease as a receivable stated as loans and advances. In the case of operating leases, the rele-

vant assets are included in property and equipment.

Loans and advances originated by Bank Austria are carried in the balance sheet at their
gross amounts, i.e. bafore deduction of provisions, including accrued interest. Interest is
accrued only to the extent that interest is expected to be received. If such loans and advances
are the hedged items of a fair value hedge, the carrying amount of the hedged item is
adjusted for the gain or loss attributable to the hedged risk. Amounts of premiums or

discounts are accounted for on the accrual basis.

Loans and advances classified as available for sale are carried 2t their fair values,

The item Loan loss provisions shows the total amount of provisions made for losses on
loans and advances in the form of specific provisions (including flat-rate specific provisions)
and other provisians. Loan loss provisions are made on the basis of estimates of future loan

losses and interest rebates.




Tracing assets, i.e. securities held fo- trading and positive market values on derivative
financial instruments which are part of the trading pook, are recognised at their fair va'ues.
To determine fair value, market prices and market-related valuations (Bloomberg, Reuters,
Telerate, ...) are used. Where such prices or valuations are not available, internal prices based

on present value calculations or option pricing models are applied.

Netting is performed only to the extent that there is an enforceable netting right and this
reflects the actually expected future cash flows under the transaction.

Assets carried as investmenis are classified as held to maturity or available for sale. Held-
to-maturity investments are carried at amortised cost. A held-to-maturity investment is
impaired if its carrying amount is greater than its recoverable amount. Such an impairment
. is recognised. in net income. Shares in companies which are neither consclidated nor

acceunted for under the equity method, are classifiad as available for sale.

~ Available-for-sale financial assets are carried at their fair values, 16 the extent that fair

_value can be determined. Changes in value other than those resulting from an impairment

. -are recognised directly in the available-for-sale reserve in eguity with no effect on net income

until such asset is sold.

~ Property and equipment as well as intangible assets are carried at cost ess depreciation
and/or amortisation. Arny impairments are recognised in income. When the circumstances

that led to such an impairment cease to exist, a reversal of the impairment foss is made,

Assets are depreciated on a straight-line basis over ‘their estimated useful lives. At
Bank Austria, depreciation and amortisation-is calculated on the basis of the following

average usefullives of arcperty and equipment énd intangible assets:
Yy g

buildings used for banking operations: 25~ 50 years

cffice furniture and eguipment: 4-15 years
software: 4-6 years

goodwill: 15-20 years

The principal components of this item are receivables not relating to the banking business
(mainly accounts receivable from deliveries of goods and the performance of services), tax
claims, positive market values on derivative financial instruments not included in the trading

book (exclusively held for hedging purposes), and deferred taxes.

Taxes on income are recognised and calculated in accordance with 1AS 12 under the
balance sheet liability method. At any taxablz entity, the calcufation is based on the tax rates
that are expected to apply 10 the period in which the deferred tax asse: or liability will

reverse.

) m Nates

Trading assets

Investments

Intangible assets,
property and equipment

Other assets

Deferre_d taxes




Deferred tax assets and liabilities are ¢alculated on the basis of the difference between the

. carrying amount of an asset or a liability recognised in the balance sheet and its respective

tax base. This will probably increase or decrease the income tax charge in the future (tem-

porary differences). Deferred tax assets are recognised for tax tosses carried forward if it is

probable that future taxable profits will be available at the same taxable entity. Deferred tax
assets and liabilities are not discounted.

The tax expense included in the determiration of net income is recognised in the item
Taxes on income in the consolidated income statement. In the notes, tax expense is broken
down into current and deferred income tax expense. Taxes other than those on income are

included in the item Balance of other operating income and expenses.

Trading liabilities ‘ This item includes in particular negative market values on derivative financial instruments
| held in the trading portfolio. ‘ . o ST

Liabilities - All liabilities are stated at their nominal amounts.

In the case of liabilities evidenced by certificates, any difference between the issue price

. end the amount repayable is amortised over the period to maturity.

The dividend proposed at the Annual General Meeting is not included in the liabilities.

Provisions A provision is recognised only if there is a legal or constructive cbligation towards a third
party outside the Group and a reliable estimate can be made of the amount of the obligation.

Provi'sfib_r;-s'vfor_‘post-employ- ., Provisions for"post-employment bensfits are recognised using thé projected unit credit

ment benefits (severance methad in accordance with 1AS 19.

payments and retirement

benefits)

If rights to benefits are secured by defined-contribution plans, no provisions are made.
Payments agreed to be made to a pension fund for defined-contribution plans are recognised

as an expense in the current period. There are no obligations going beyond that.

Under a commitment to provide defined benefits, Bank Austria continues to recognise
a pension provision for the rights of retired employees and — as a special feature of
Bank Austria AG's sta’f regulations - for the future benefits, equivalent to those under
mandatory insurance, earned by active employees for whom Bank Austria AG has assumed
the obligatians of the mandatory pension insurance scheme pursuant to Section 5 of the
Austrian General Social Insurance Act (ASVG). Disability risk as determined remains covered

by the provision, allowance being made for benefits from the pension funds.

Notes | 157 S
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The pension obligations arising from commitments made by Group companies and
existing at the balance sheet date were determined — with due regard to existing internal

service regulations within the ccmpanies - on the basis of the following actuerial assumptions:

- discount rate: 6%
— salary increases under collective bargaining agreements: 2% p.a.

career trends: €.25% - 0.5% p.a.

~ regular salary increases under Bank Austria’s remuneration system
AVO 1999-P statistical tables (for salaried staff)

There were po changes compared with the previous year.

The amount of minority interests is calculated in proporticn to the interests of minority

shareholders in the net assets.

Shareholders’ equity is composed cf paid-in capital, i.e. capital made avallable_to the com-

pany by shareholders (subscribed capital plus capital reserves), and earned capital {revenue
reserves, reserves pursuant to Section 23 (6) of the Austrian Banking Act, reserves for cwn
shares, revaluation reserve, net income; excluding distributions in previous periods). This item
alsa includes gains and losses on available-for-sale financial assets (available-for-sale reserve),
which are recognised in equity for the first time this yeer, and those components of hedge
accounting in accordance with 1AS 39 which are not included in net income (cash-flow hedge

reserve), after adjustment for deferred taxes.

. This item includes in particular négative market values.on derivative instruments which are
not part of the trading portfolio and are exclusively used for hedging purposes. The itemn
includes those accrued liabilities for which the amount and the ziming is uncertain, but the

probability of occurrence is higher than for provisions.

Interest income is accrued as long as such income is expected 1o be recoverable. Income
mainly received as payment for the use of capital (usually calculated, like interest, on the basis
of a specific term or on the amount receivable) is included in income similar to interest. Income

from equity interests and from property rented to third parties is also included in this item.

The same principles apply to the recognition of interest expenses.
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Losses on loans and This item includes additions 1o provisions for losses on loans and advances, and income
advances from the releese of loan loss provisions as well as recoveries of loans and advances previously

written off.

Net fee and commission Net fee and commission income comgprises income from secrvices provided against fees and
income commissions as well as expenses incurred for services provided by third parties and related to

the Group’s fee-earning business.

Net trading result _ In addition to the realised and unrealised results from the valuation of trading positions
using the mark-to-market method, the net trading resuit from equity-related business also
includes dividend income and funding costs relating to shares held for trading, as weil as

accrued interest and funding ccsts relating to other trading assets.

Notes to the income statement

Under the Bank of the Regions Agreement, the Bank Austria Creditanstalt Group focuses on
Austria and the CEE countries. On the basis of the agreement, the Bank Austria Creditanstalt
Graup teok over HVB's subsidiaries in the CEE countries and transferred to HVB its own foreign

" branches and foreign sugsidiaries outside the CEE region. This material structural change is re-

flacted in the balance sheet and in the income statement of the Bank Austria Creditanstait Group.

(2) Net interest income

Frret SEE =2 5

Interest income from loans and advances to banks and customers 6,548 6,081

Interest income from bonds and other fixed-income securities 1,129 1,930
interest income from leasing transactions 203 193
THE T share’of net income of companies accounted for under the equity method 55 177" R
Other income similar to interest 254 279
INTEREST AND SIMILAR INCOME 8,190 8,670
Interest expenses for amounts owed to banks and customers 4,161 4,601
interest expenses for fiabilities evidenced by certificates 1,351 1,809
Other expenses simifar to interest 5 20
INTEREST AND SIMILAR EXPENSES 5518 6,430

NET INTEREST INCOME 2,672 2,240

(3) Losses on loans and

advances Direct write-offs of, and provisions for,
loans and advances tc hanks and customers 1,222 991
Release of provisions for loans and advances to banks and customers ~ 467 - 249
Recaveries of loans and advances previously written off ~-38 -76
Allacation to provisians for contingent liabilities and commitments 48 46
Release of provisions for contingent liabilities and commitments -62 —-44
NET CHARGE FOR LOSSES ON LOANS AND ADVANCES*® 703 668

*} Details are given in the Risk Report in note 38.
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[Em - 2007 20080 ] {4) Net fee and commission

Payment transactions - 1 366T 272 income
Securities business 243 273
Foreign exchange, foreign notes and coin, and precious metals transactions 242 134
Lending business 132 126
Other services and advisory business 77 56
NET FEE AND COMMISSION INCOME 1,061 862
1
{Cm 2009 ] (5] Net trading result
Equity-related transactions 1. 27 l 4
Currency-related transactions 164 95
Interest rate-related transactions {125 38
NET TRADING RESULT | 261 137
1
| |
[&m 2007 1 (6] General administrative
Wages and salaries ‘ ‘ } 1:01 1 ' 842 expenses ' '
Statutory social-security contributions ) | 180 | 167
Other employee benefits i 26 25
Expenses for severance payments and retirement benefits - { 270 207
Staff costs 1 1,487 1,242
Other administrative expenses i 1,049 782
Depreciation and amortisation | 237 135
on property and equipment {783 1o
cirreima ol onintangible-essets excluding goodwill I T - Rt T g
o GENERAL ADMINISTRATIVE EXPENSES 2,773 2159 ‘
L

Amortisation of gocdwill which is included in the balance sheet item Intangible assets is
reflected in the item Amortisation of goodwill (see note 9).

3
&m 28001 1 {(7) Balance of other
Other operating income T 487 103 operating income and
Other operating expenses j . 453 160 expenses
BALANCE OF OTHER OPERATING INCOME AND EXPENSES ‘ 34 ’ -57

[

s e The.balance. of other Qpe}éting, income an"d;expenses includes gains of € 204 m, and
losses of € 175 m, on sales of consolidated subsidiaries which were effected as part of the T - e

transfers of regional operations.
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(8} Net income from
investments

{2) Amortisation of goodwill

(10) Taxes on income

Included in the net figure is an amount of € 187 m resulting from the transfer of ordinary
shares previously held by the Bank Austria-Creditanstalt Group in Bank fir Karnten und Steier-
mark AG, Klagenfurt, in Bank fur Tirol und Vorarlberg AG, Innsbruck, and in Oberbark AG,
Linz, to a subsidiary of a foundation independent of the bank in return for equity shares.

About € 71 m was realised from sales of other equity interests (to subsidiaries of the foun-
dation). Also included in net income from investments is an amount of € 44 m representing

losses on sales resulting from the transfers of regional operations.

Amortisation of goodwill includes regular amortisation in the amount of € 53 m - an
increase over the previous year due to additions resulting from the transfer of HV8 units in
Central and Eastern Europe - and special amortisation in the amount of € 20 m; the latter

reduced the net income from the transfer of the three Austrian regional benks to the

subsidiary of the independent foundation referred to above.

of which: abroad : 108 17
of which: Austria ) 12 24
Deferred income tax expense {+) / income (-) : -22 6
Taxes on income 98 47

Net income before taxes 655 662

Computed income tax expense (34%) 223 225
" Tax afising from non-deductible expenses . B8 L L e

Tax saving from use of foreign tax rates - 36| - 28
Tax saving on tax-exempt income from equity interests -3 - 81
Tax saving on other tax-exempt income -178 - 58
Tax saving on net income from companies

accounted for under the equity method -1 - 43
Tax arising from non-deductible amortisation of goodwill 23 16
Tax saving on investment incentives - 10 -"
Tax credits from previous years - 2 - 8
.Changes in the extent to which tax losses carried forward can be utilised 66 30
Other tax effects o 6 -2
Reported tax expense {+) /.income {-) . 98 47

I

in the financial year, no income taxes arose in connection with extraordinary transactions. As
a result of the acquisition of companies, the exclusion of companies from consolidation, changes
in exchange rates used for currency translation, and changes in the available-for-sale reserve and

the cash flow hedge reserve, the change in deferred taxes does not correspond to the expense,

Notes to the income statement




The assets include deferred tax assets arising from the carryforward of unused tax losses
in the amount of € 319 m (2000: € 212 m). Most of the tax losses carried forward can be
carried forward without time restriction.

in respect of tax losses carried forward in the amount of € 615 m (2000: € 663 m), no
deferred tax asset was recognised because, from a current perspective, a tax benefit will
probably not be realisable within a reasonable period. Information in future business years
may require an adjustment to deferred tax assets.

R e {11Y Earnings per share - R ——
Number of shares as at 31 December 114,000,000 ) 114,000,000
Average number of shares outstanding 114,000,000 | 114,443,296
Net income adjusted for minority interests in € 483,388,000 591,809,000
Earnings pes share in € [ 4.24 5.17
L

During the regorting period, no financial instruments were outstanding which could have
a dilutive effect on the crdinary shares. Therefore basic earnings per share equal diluted

earnings per share.
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(12) Loans and advances to
banks and customers

Notes to the balance sheet

The changes in balance sheet figures compared with the previous year are partly due to

structural changes resuiting from the i'mplememation of the Bank of the Regions Agreement.

Breakdown by product

i j@@’%""“"_—:;v;-;’{v’ <

Money market placements with banks

Loans to banks

Mortgage loans

Loans 10 Iocal authorities

Leasing receivables

Export oans 7,381 8,300
Other loans and advances to customers 63,545 66,960
of which: acquired fozns and sdvances (held to maturity) 1,795 ~
LOANS AND ADVANCES TO BANKS AND CUSTOMERS 121,178 121,737
: |
Breakdown by region
AR
Austria 57,791 56,811
Abroad 63,387 64,926
of which: Central and Eastern Europe 20,838 13,134
of which: North America 5,409 14,125
TOTAL 121,178 121,737

20,910 7,953 3,354 42,596
Loans and advances to customers 9,922 8,977 13,809 39,190 78,583
LOANS AND ADVANCES TO BANKS
AND CUSTOMERS — 2001 11,258 29,888 15,726 21,763 42,544 121,178
Loans and advances to, and placements with, banks 1,009 18,246 14,410 2,913 2,839 39,417
Loans and advances to customers 10,694 8,789 8,178 18,373 36,286 82,320
LOANS AND ADVANCES TO BANKS
AND CUSTOMERS -~ 2000 11,704 27,035 22,588 21,286 39,124 121,737
Leasing business
r@m o ey M ¥
Tota! gross investment J 3,875 3,803
Unearned finance income -578 ~959
Total net investment 3,298 2,844
Unguaranteed residual values 1,163 989

. —
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New leasing business stated at cost developed as follows:

1
[ém 2007 ]
Austrian leasing business 450 695
of which; real estate 256 396
of which: equipment 194 293
International leasing business 448 179
(13) Loan loss provisions
= ( - ‘l o T = —
Em {tor leans and advansss &, (a0 feans and torelherlending @ TRl
and Plaements with, banks advances @ ausomers Business e e
2001 2003 2089 GO 2. 06)
T T
At beginning of reparting year o J 48 74 2,808 2,274 97 .. 88 2,853 | 2,436
Allocation 24 13 1,198 977 48 46 1,270 1,036
Release . -6 -8 - 461 -241 -~ 82 - 44 -529 -293 .
Use ‘ -7 -8 | -437 | - 497 -3 -4 =447 =509
Exchange differences and other adjustments T T .
not reflected in the income statement P12 ~24 149 295 16 12 177 283
At end of reporting year +n 48 3,258 2808 | 9% [ .97 13,425 2,953
— -
Provisions of € 97 m were reclassified from the previous year's Other provisions to the item Loan loss provisions,
Breakdown of loan loss provisions by region
1
fem 2001 2000 1
Loan loss provisions as at 31 December 3,425 2,953
of which: Austria ) R o 2,579 2,255
- ot which; abroad 842 £98
of which: Central and Fastern Europe 836 393
of which: North America 4 36
[ém 2001 2000 ] (14) Trading assets
Bonds and other fixed-income securities 4,509 7.217
of which: bonds and other debt securities issued by public borrowers 330 1,987
of which: bonds and other debt securities issued by other borrowers 3,694 5118
of which: own debt securities . 486 112
Shares and other variable-yield securities 1,816 1,209
of which: shares 150 897
of which: investment certificates 735 293
of which: other variable-yield securities 930 19 |
Positive market values on derivative financial instruments 7,307 5,496
of which: equity derivatives 23 53
of which: currency derivatives 1,088 1,424
of which: interest rate derivatives 6,197 4,019
Cther trading assets 103 334
TRADING ASSETS 113,735 14,256
|
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1

{15) Investments Gm-

—

209
Bonds and other fixed-income securities 11,648 20,085
of which: bonds and other debt securities fssued by public borrowers 6,584 9,302
of which: bonds and other debt securities issued by other borrowers 4,464 10,627
of which: own debt securities 599 155
Shares and other variable-yield securities 3,450 3.097
of which: shares 526 494
of which: investment certificates 1,423 1,142
of which: other variable-yield securities 1,501 1,461
Equity interests 1,244 1,447
of which: accounted for under the equity method 400 957
Shares in unconsolidated subsidiaries 1,040 1,161
Investment property 437 393
INVESTMENTS 17,819 26,182
1
@m0 o 7 2005
Held-to-maturity investments 9,236
of vhich:.bonds and other fixed-income securities 8,217
Available-for-sale investments 8,146

of which: shares in urcansolidated subsidiaries 1,060 7

T T e e e of which. ecuity interests. ) 1,244
of which: bonds and other fzxed mcome securities 7 2431
of which: shares and ather varizbie-yield securities ) 2,431
Investment property 437
TOTAL 12,819

1) € 1,810 m of which carried at cost

2) These investments are not deemed to be investments as defined in the Austrian Commercial Code/
Austrian Banking Act. This means that only the other items tota!lmg € 11,957 m are included in
the following table showing movements in-investments as defmed in the Austrian Commercial

Code/ Austrian Banking Act:

Movements in investments as defined in the Austrian Commercial Code / Austrian Banking Act

Investments 22,431 23,248 -1,295 4,280 ~5,854 -7376 -673 -374

Bonds and other _

fixed-income securities 18,038 18,569 - 827 3,019 -5317 -5876 -232 -2 9,217 -
Shares 1,393 1,395 - 11 -29 -1,167 -4 - 188 19 -4
Equity interests” 1,447 1,445 - 398 553 10 =111 -163 -92 1,244 17
Shares in subsidiaries 1,161 1,245 30 696 ~5)8 -222 -118 -74 1,040 -23
Properties rented

to third parties 393 593 ~ - - - =157 - 437 -23

B! including effect of valuation at equity

Notes to the balance sheet
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A0 ~¢= | (16) Intangible assets,
435 property and equipment
187

642

Other intangible assets
INTANGIBLE ASSETS

tand and buildings used for banking operations
Other land and buildings 133
Other property and eguipment 538

PROPERTY AND EQUIPMENT 1,308 1,248
L |

577

Movements in intangible assets and in property and equipment

Intangible assets -2
Property and equipment 1,248 2,793 144 330 ~-187 -443 -1,331

LG
Other assets

S0 =] (17) Other assets

748

Deferred tax assets 983 502

Prepaid expenses 209 243

Other receivables 48 695

OTHER ASSETS { 4508 2,188
(R

T i e

The increase in the sub-item Other assets is mainly due to positive market values on

banking bock derivatives designated as hedging instruments.

—=
el

)t

Deferred tax assets

Recognised benefits from unused
tax losses carried forward

DEFERRED TAX ASSETS

The net deferred tax asset of € 502 m recognised in the previous year represented the

balance of total deferred tax assets of € 669 m and total deferred tax liabilities of € 167 m.




Deferred tax assets refer to temporary differences in:

Z 5 5
€ et e e a T S

Loans and advances to customers inc). loan loss provisions

Other assets 17 23
Amounts owed to banks and customers 32 24
Pravisions for pensions and severance payments and other provisions 287 345
Other balance sheet items 6 1
Praperty and equipment 6 4
Investments 110 ~38
Trading assets 1 ~
Liabilities evidenced by certificates - -2
DEFERRED TAX ASSETS 664 457

{18) Amounts owed 'tdiba_nk,s, i 'B‘r‘é;ak.,d’own by product .t 3 o

and customers

Money market deposits by banks 34,814 45,019
Refinanced export loans 9,874 10,245
Savings depaosits 16,485 16,174
Sight deposits 16,664 13,663
Time deposits 26,803 23,210
Other amounts owed to banks and customers 3,664 3,841
AMOUNTS OWED TO BANKS AND CUSTOMERS 108,314 112,152
L

Breakdown by region

Austria 47,403 49,510
Abroad 60,911 62,642
of which: Central and Eastern Furope 18,851 10,958
of which: North America 11,255 12,7217
AMOUNTS OWED TD BANKS AND CUSTOMERS 108,314 112,152
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Breakdown by remaining maturity

It toal = ; :
31,898 1677 1,590 10,869 48,352

Amounts owed to banks
Amounts owed to customers 16,664 24,301 5,921 6,087 6,989 59,962
<eeee ———_ Amountsowed to banks == B
and customers ~ 2001 18,983 56,199 ~ 7,598 7,677 - Y1857 - - -108;314 - - s
Amounts owed to banks 5196 40,495 2,888 1,418 9,109 59,105 ’
Amounts owed to customers 15,878 20,750 7,726 4,750 3,942 53,047
Amounts owed to banks .
and customers - 2000 21,074 61,245 10,614 6,168 13,051 112,152
Breakdown by product {19} Liabilities evidenced

by certificates

EEE = e S 5 i ° ¥ e Tl
Mortgage bands A s98 | - 1,147 o ne ke
Local-authority bonds 1,437 1592 - .
QOther debt securities 13,210 10,132
DEBT SECURITIES ISSUED 15,642] 12,871
Bonds 2,604 | 2,046
Medium-term notes 701 | 901
Certificates of deposit 3,916 13,738
Other money market paper 320 | 130
OTHER LIABILITIES EVIDENCED BY CERTIFICATES 7.541 " 18,412
LIABILITIES EVIDENCED BY CERTIFICATES 23,186 \ 31,283

.

. Debt securities issued are liabilities evidenced by listed securities. Other fiabilities evidenced R
by certificates are unlisted securities issues of the Bank Austria Creditanstalt Group. The
decline in the sub-item Certificates of deposit is mainly cue to the transfer of foreign

branches.

Breakdown by remaining maturity

Debt securitiss issued 371 1,543 7,455 6,275 15,644

Other lizbilities evidenced by certificates 3,648 771 1,620 1,503 7,541
LIABILITIES EVIDENCED BY CERTIFICATES — 2001 4,018 2,314 9,075 7,778 23,186
Debt securities issued 503 880 6,740 4,747 12,871
Other liabilities evidenced by certificates 14,648 1,007 1,412 1,345 18,412
LIABILITIES EVIDENCED BY CERTIFICATES — 2000 15,151 1,887 8,152 6,092 31,283
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{20) Trading liabilities

{(21) Provisions

Negative market values on derivative financial instruments

of which: equity derivatives 94 46

of which: currency derfvatives 1,011 1,438

of which: intesest rate derfvatives 6,017 38i0

TRADING LIABILITIES 7,122 5,294
The above table shows only darivatives held for trading.

EEhr: x e S e e QU e 000
Severance payments and retirement benefits 2,564 2,423
Provisions for taxes 485 143
of which: for current taxes 6i 63
of which: for deferred texes 424 80
Other provisions 203 CoL 407
of which: for impending tosses 193 - - 37
of which: for restructuring costs 10 80
PROVISIONS 3,251 | 2,972

Deferred tax liabilities

Loan loss provisions for loans and advances to banks and customers

investments 294 185
Other assets 9 -
Property and equipment 43 4
-Amounts owed to barks and customers 9 -
Trading assets 39 6
Liabilities evidenced by certificates 4 -
Other balance sheet items 7 4
DEFERRED TAX LIABILITIES 424 | 247
|

Of the deferred tax liabilities of € 247 m in 2000, only € 80 m was included in the

previous year’s provisions for deferred taxes.
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Movements in provisions for severance payments, pensions and
similar obligations

L@ T 7 ity i i x2S 0h e 00 Uk i
Pravision as at 1 January 2,423 2,243
+/- change in group of consolidated companies 24 8
4+ interest cost 145 a8
+ current servica cost 45 41
+ past service cost
{including additional amount from provision for restructuring costs) 89 137
+/- balance of transfers from / payments to
Austrian mandatory pension insurance scheme (ASVG) 2 -
- pension payments in the reporting year -164 ~104
- settlement - -
Provision as at 31 December L 2,564 2,423 )
' I

Unamortised actuarial losses amountad to € 54 m; the corridor of 10% was not exceeded.

Movements in other provisions ™

Provisions for impending fosses 229 37 53 é -62 57 l 193 l
Provisions far restructuring costs 30 - 10 37 - 49 ] 10 T
OTHER PROVISIONS 309 37 63 37 ~ 62 106 [ 203 |

Of the total amount of other provisions recognised in'the previous year, €97 i was

reclassified as loan loss provisions.

[@ame o v 1200012008~ | (22} Other liabilities
Other amounts payable 2,382 T 2,752
Deferred income 167 | 253
Negative market values on banking-book derivatives 1.871 -
OTHER LIABILITIES 4,420 3,005

-

All of the derivatives included in the sub-item Negative market vatues on banking-bock 1

derivatives are par: of hedging relationships.

{23) Subordinated capital

Subordinated liabifities 5,794 3,805

Supplementary capital 1,438 1,225

SUBORDINATED CAPITAL 7,232 | 5030
L1
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Breakdown by remaining maturity

- 85 355 1,236 4119 5,794

Subordinated liabilities

Supplementary capital - - - 51 1,387 1,438
SUBORDINATED CAPITAL ~ 2001 - 85 355 . 1,287 5,506 7,232
Subordinated liabilities ~ 10 62 1,527 2,206 3,805
Supplementary capital ~ - - 6% 1,156 1,225
SUBORDINATED CAPITAL ~ 2000 - 10 62 1,596 3,362 5,030

{Z4&) Fair values

N N

Additional 1AS disciosures ,

The foilowing table shows the fair values cf balance sheet items and related off-balance
sheet transactions. Loans and advancss to, and placeme}mts with, banks as well as loans and
advances to customers are stated after deduction of loan loss provisions. The fair values indi-
cated in the table are the amounts for which the-financial instruments could have been
exchanged between knowledgeable, willing parties in an arm's length transaction at the
balance sheet date. To the extent that market prices were available from exchanges or other
efficient markets, these were stated as fair values. For. the other financial instruments, inter-
nal valuation models were used, in particular the present value method. For fixed-rate loans
and advances to, and amounts owed to, banks and customers with a remaining maturity of,
or regular interest rate adjustment within, less than one year, amortised cost was stated as

fair value. Investments in listed companies are included in the fair value of investments at

their market values as at the balance sheet date.

Loans and advances to,

and placemants with, banks 42,554 42,706 39,371 39,520 +152 + 148
Loans and advances to customers 75,327 75,694 79,517 79,876 + 367 ] +355
Investments f—\7,832 17,940 26,182 26,479 +108 + 297
Amounts owed to banks 41,677 47,611 59,105 59,107 - 66 + 3
Amounts owed to customers 59,962 59,992 53,047 53,015 + 30 -~ 32
Liabilities evidenced by certificates ] 23,902 23,850 31,283 31,375 - 82 + 92
Subordinated capital $ 7,131 7'333 5,030 5,272 + 99 +242

fair value higher than carrying value (+)
fair vatue lower than carrying value (=)
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The following table shows the amounts of Bank Austria’s Ioans and advances to, and (25} Loans and advances to,
amounts owed 10, unconsolidated subsidiaries and other companies in which Bank Austria  and amounts owed to,
helds an eguity interest. Business relations with these companies are maintained onterms  unconsolidated subsidiaries
and conditions in line with banking practice, and companies in which an

equity interest is held

DR
Loans and advances t i ‘ i
Loans and advances to, and placements with, banks ] 331 457 2,973 1,961
Loans and advances to customers [ 1,452 1,829 1,622 1,158
Loan loss provisions - ~ - -
Trading assets 486 - 42 - -
Investments 1 498 11 148 o 191
TOTAL 2,767 | 2,297 4,785 : 3,310
Liabilities 0 ;
Amounts cwed to banks 18 328 11,162 .. 10,644
Amounts owed to customers ’ 204 126 410 oree. 336 -
Liabilities evidenced by certificates - - 80 .. 43
Subordinated capital ) - ‘ - 7 . 7
TOTAL 22 | 454 11,659 11,029

The primary segment reporting format is based on the internal reporting structure of {28) Segment reporting
business segments, which reflects management responsibilities in the Bank Austria Credit-
anstalt Group in 2001. The corporate divisions operate like independent units, they have their
own capital resources and are responsible for their own results. The definition of business - - R R L Y

segments is primarily based on service responsibility for customers.

The internal reporting structure in the Bank Austria Creditanstalt Group comprises the

following business segments:

Responsibility for Domestic Private Customers and Professionals covers the retail  Domestic Private Customers
banking activities of Bank Austria AG, Creditanstalt AG, SKWE Schoellerbank AG and the and Professionals

credit card business.
Domestic Corporate Customers essentially includes the corporate banking activities of Domestic Corporate Customers
Bank Austria AG and Creditanstalt AG as well as the leasing business of the Bank Austria ’

Creditanstalt Group.

International Markets - Domestic Operations essentially comprises the treasury activi-  International Markets -

ties of the Bank Austria Creditanstalt Group's domestic operations. Domestic Operations




CEE

Asset Management

--Qther items / reclassifications

CEE includes the commercial banking units of the Bank Austria Creditanstalt Group in
Central and Eastern Europe, whose activities are based on the implementation of the Bank
of the Regions Agreement.

Asset Management comprises the Bank Austria Creditanstalt Group’s asset management
activities.

~ Other items / reclassifications cover equity interests that are not attributed to & business
segment and all those units that have not yet béen transferrec to HVB: Also included are
inter-segment eliminations and other items which cannot be attributed to the individual
business segments.

Net interest income is spiit up according to the “market interest rate method”. Costs are
allocated to the-individual business segments from which they arise.

Goodwill arising on acquisitions is also attributed to {ne individual business segments.

Capital allocation is based on supervisory guidelines. Capital allocated to the business

segments is 5.4% of the risk positions (credit and market risk equivalent).

An interest rate which represents the long-term average return on risk-free investmants in
the capital market, as determined by empirical surveys, is applied to allocated capital, and the

notional income from investment of capital is included in net interest income,

The result of each segment is measured by the net income before taxes generated by the
respective segment. In addition to the cost/income ratio, the return on equity is one of the

key ratios used for controlling the business segments.

The management structure in the Bank Austria Creditanstait Group in 2001 reflects the
new focus of the Bank Austria Creditanstalt Group's activities as agreed in the Bank of the
Regions Agreement. The comparative figures used in presenting the development of the indi-
vidual corporate divisions are those of the pro-forma presentation. This form of prasentation
is based on the assumption that the Group structure of the Bank Austria Creditanstalt Group
applicable as at the end of 2001 existed already in 2000.

Additional 1AS disclosures




Net interest income 2001 830 787 174 758 2,672
Pro forma 2000 881 728 7 580 2 224 2,445
Losses on Ioans and advances 2001 -9 -491 - -119 - -1 -703
Pro forma 2000 -97 -295 5 -110 - -144 - 641
Net fee and commission income 2001 446 288 28 269 27 1 1,061
Pro forma 2000 478 313 44 231 22 5 1,093
Net trading resuit 2001 2 1 74 101 66 16 261
o Pro forma 2000 7 0 17 168 17 -32 236
General administrative expenses 2001 -1,102 - 516 - 146 ~779 -53 =177 -2,773
Pro forma 2000 ~ 1,053 - 605 -184 - 8655 -35 -63 ~2,59
Balance of other operating
income and expenses 2001 29 14 5 -15 - 2 34
Pro forma 2000 -2 26 " - 31 - -41 -43
‘Operating profit 2003 114 83 137 215 47 oo =43 552
e Pro forma 2000 207 166 ~40 182 - © 28 e - =51 492
Net income from investments 2001 6 4 36 -17 -13 171 187
Pro forma 2000 -1 37 84 33 -16 238 376
Balance of other income and expenses 2001 - -2 -1 -2 - =5 -10
Pra forma 2000 ~2 1 -1 -3 - -5 -10
Amortisation of goodwill 2001 -2 ~1 -8 -35 - ~-28 - -73
: Pro forma 2000 ~5 -1 -6 - 30 ~ -17 - 60
Net income before taxes 2001 118 83 165 162 34 - 94 655
Pro forma 2000 199 205 37 182 12 164 800
Credit and masket risk
equivalent (average) 2001 11,350 33,675 4,241 12,430 1,936 10,570 74247
Pro forma 2000 11,459 35,094 5,997 11,417 1,161 6,650 71,778
Equity.allccated (average} .. | - -...,2001. 615 1,818 229 671 105, qupnn e SV ety 4,745 L
Pro forma 2000 619 1,895 324 617 63 358 4,533
Return on equity before taxes in % 2001 19.4 4.6 71.8 24.1 32.6 - 13.8
Pro forma 2000 322 1.8 15 295 19.4 - 17.3
Costfincome ratio in % 2001 84.3 47.3 51.6 70.0 53.3 i - 68.8
Pro forma 2000 776 56.7 1319 691 55.9 - 69.6

Breakdown of income by region {(figures published for 2000}

“Net interest income 11,774 1,556 839 205 479
Losses on foans and advances 577 518 / 122 8 4 138
Net interest income after fosses {
on loans and advances LH 96 1,037 717 197 56 341 1,969 1,574
Net fee and commission income 780 708 302 104 -22 49 1.061 862
Net trading result 82 96 108 21 70 20 26} 137
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{27} Assets on which interest Within Bank Austria, assets are put on a non-accrual status if interest-earning assets are

is not being accrued not expected to produce interest income inflows in the subsequent period.
’ Ea : R
Non-accrual assets within foans and advances to,
and placements with, banks 96 518
Non-accrual assets within foans
and advances to customers 2,980 f 2,269
ASSETS PUT ON A NON-ACCRUAL STATUS 3,076 | 2,787
L1
{28} Assets pledged as Bank Austria has pledged cash and cash equivalents as security for liabifities in connection
security with the clearing of securities and foreign exchange transactions.
[Ems R . = ;
-Margin. requuement at futures and opnons exchanges and with various brokers 315 140
Security provided in favour of Oesterreichische Kontrollbank AG
for the settlement of securities transactions 28 28
Security provided in favour of foreign banks for securities lending transactions 63 44
Assets pledged in favour of foreign banks and other foreign financial institutions 757 533
Security provided in favour of Euro-Clear for securities transactions 837 785 :
Claims assigned in favour of Oesterreichische Kantrollbank AG 6,622 6,623
Securities deposited for euro banknates and coins distributed
in advance {only 31 December 2001) 1,648 -
SUB-TOTAL 10,276 8,152
Cover fund for savings deposits held in trust for quardianships 85 87
_ Coverfund for fundedbonds . ‘ 1 e8| 747 ‘
Cover fund for mortgage bonds and munmpai bonds 4,607 ! 2,128 .
TOTAL 11,113
{29) Subordinated assets f@ma= v =
Loans and advances to, and placements with, banks 1,533 199
of which: subsidiaries 1,427 197
of which: equity interests 1 1
Loans and advances to customers 21 13
of which: subsidiaries - -
of whith: equity interests 17 4
Trading assets 34 -
Bonds and other fixed-income securities 327 533
Shares and other variable-yield securities 720 52
) of which: subsidiaries 7 &
el ofwhichequiy interests 6 J

The increase in loans and avances to, and placements with, banks relates mainly to HVB

Group companies.
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: Feiiuee : . =7| (30} Contingent liabilities
Acceptances and endorsements 26 103 and commitments

Gther contingent labilities 11,753 10,976
TOTAL CONTINGENT LIABILITIES 11,779 11,079
Liabilities arising from sales with an option to repurchase 1,383 2,368
Qther commitments 7,086 16,824
TOTAL COMMITMENTS 8,469 19,192

= e 000s = {31) Assets and liabilities in

SIDSSEtS; At i
Euro 96,129 101,421 93,037 97,606

foreign currency

Us dollar 23,480 28,300 36,949 35,876
Swiss franc 12,461 3,665 11,625 10,781
Yen 6,030 4,797 . 5,805 4,664
Other 21,497 21,414 17,604 16,092
SUB-TOTAL -~

FOREIGN CURRENCIES 63,468 58,176 71,983 67,413
TOTAL 159,597 159,597 165,019 165,019

As part of its business activities, Bank Austria also manages trust assets (as at balance {22) Trust assets
sheet date: € 2,066 m; 2000: € 1,943 m) which are not permitted 10 be recognised in the
balance sheet.

Under repurchase agreements, assets were sold to third parties with a commitment  (33) Repurchase agreements

. . to repurchase the financial instruments at & price specified when the assets were sOld. « ., o oipr =iy oime s e e T 3t

At ‘t.%w;b'alance sheet date, the total amount of repurchase agreements was €wi,652 m , -
(2C00: €5,522 m).
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{34} List of selected | Neme ond domidie of campeny .. - Cwnceship et b % s

subsidiaries and other CONSOLIDATED COMPANIES .
equity interests Asset Management GmbM, Vienna 100.00
BA/CA Asset Finance timited, Glasgow ) 96.04
BA/CA Export Finance Limited, London 100.00
Bank Austria Cayman Isiands Ltd., Georgetown, Cayman tsiands 100.00
Bank Austria Creditanstalt d.d., Ljubljana 99.54
Bank Austria Creditanstalt Leasing GmbH, Vienna 99.98
Bank Austria Creditanstalt Wohnbaubank AG, Vienna 100.00
Bank Austria Handelsbank Aktiengesellschaft, Vienna 100.00
Bank Austria Treuhand GmbH, Vienna 75.00
Bank Przemystowo-Handlowy PBK S.A., Krakéw 33.58 controlled
BANKPRIVAT AG, Vienna 100,60 )
CA Betriebsobjekte AG, Vienna 100.00
CA 18 Corporate Finance Beratungs Ges.m.b.H,, Vienna 100.00
i CA 1B Investmentbank Aktiengesellschaft, Vienna 100.00
o CA 1B International Markets Ltd,, London 100,00
S o " -CA B Securities a.s., Prague 100.00
- - CAIB securities Rt., Budapest - 99.09
"~ CA B Securities S.A., Warsaw 100.00
CABET-Holding-Aktiengesellschaft, Vienna - 100.00
CAPITAL INVEST die Kapitalanlagegesellschaft
der Bank Austria/Creditanstalt Gruppe GmbH, Vienna 100.00
Creditanstalt AG, Vienna ) 100.00
DOMUS FACILITY MANAGEMENT GmbH, Vienna 100.00
. ; .7 L...Gornoslaski Bank Gospodarczy ~ Spolka Akcyjna, Katowice 2311 . -controlled ; g
Hypo Vereinsbank Bank Hipoteczny S.A., Warsaw 33.58 controlied
HV8 Bank Croatia. d.d., Zagreb 80.02
HVB Bank Czech Republic a.s., Prague 99.50
HVB Bank Hungary Rt., Budapest 100.00
HVB Bank Romania S.A., Bucharest 100.00
HVB Bank Slovakia a.5., Bratislava . 100.00
Lassallestralle Bau-, Planungs-, Errichtungs-
und Verwertungsgeselischaft m.b.H,, Vienna 100.00
RINGTURM Kapitalanlagegeselischaft m.b.H., Vienna 40.00 controlled
SKWB Schoellerbank Aktiengesellschaft, Vienna 100.00
VISA-SERVICE Kreditkarten Aktiengesellschaft, Vienna 75.00
WAVE Solutions Information Technalogy GmbH, Vienna 100.00
ASSOCIATED COMPANIES VALUED AT EQUITY
Adria Bank Aktiengesellschaft, Vienna 25.50
B.LI. Creditanstalt International Bank Ltd., George Town, Grand Cayman 50,00
Banco B.I. Creditanstalt S.A., Buenos Aires 50.00
Bausparkasse Wiistenrot Aktiengesellschaft, Salzburg 27.08
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CA Versicherung AG, Vienna 50.00

Investkredit Bank AG, Vienna 26.74
Oesterreichische Kontroltbank Aktiengesellschaft, Vienna 49.15

~“Union Versicherungs-Aktiengesellschaft, Vienna » 3333
UNCONSOLIDATED

A. SUBS!DIARIES
AWT International Trade and Finance AWT Internationale Randels

und Finanzierungs Aktiengesellschaft, Vienna 100.00
Bank Austria Creditanstait Immobilienagentur GmbH, Vienna 100.00
BA Private Equity GmbH, Vienna 100.00
BA/CA Capital Management Ltd., Central Hong Kong 66.67
DATA AUSTRIA Datenverarbeitungs GmbH, Vienna 100.060
FactorBank Aktiengeselischaft, Vienna - ‘ 52.00 Co 2
GANYMED tmmohilienvermietungsgesellschaft m.b.H., Vienna 100.00 c -
HVB Bank Bulgaria EAD, Safia 100.00 B
HVB Bank Yugoslavia A.D., Belgrade 99.00
T T o HYPERION Ymmobilienverwaltungsgeselischaft mb.H., Vienna __100.00
immobilien Rating GmbH, Vienna e 99.00 ) S —
Informations-Technologie Austria GmbH, Vienna 61.37 not controlled
. JSCB HVB Bank Ukraine, Kiev . 89.07
Osterreichische Hotel- und Tourismusbank Gesellschaft m.b.H., Vienna  50.00
Osterreichisches Verkehrshilro Aktiengesellschaft, Vienna 63.83
PlanetHome GmbH, Vienna 50.00
'UNIVERSALE In@_erna}ional Realititen GmbH, Vienna 100.00 »
"7, ASSOCIATED COMPANIES e i
Lambacher HITIAG Leinen Aktiengesellschaft, Stadi-Paura 45.57
M.A.L.L. Finanzberatung GmbH, Vienna 49.00
Vereinigte Pensionskasse Aktiengesellschaft, Vienna 30.11
s —C-OTHER COMPANIES . _ Note: ‘ f
T o ‘_Einlagemimemng-dﬂ Egnken un_d Bar}kier; 7 The ownership interest is the Bank Austria Group's
Gesellschaft m.b.H., Vienna 18.64 ownership interest in the equity of the company,
Europay Austria Zahlungsverkehrssysteme GmbH, Vienna 21.92 fr:’t;r‘;f i:‘;":;’:geet°:°$§a“r:;i";gr::ie"’;”g:':g:ﬁ
NOTARTREUHANDBANK AG, Vienna 25.00 solidated companies and by other subsidiaries are
WED Wiener Entwicklungsgeseilschaft fir den Donauraum added up. o i
Aktiengesel‘?schaft, Vienna 18.00 ;:E;:oallge;:r:::golled on the hasis of syndicate or
WIENER STADYISCHE not controlled = not controlled on the basis of
Alfgemeine Versicherung Aktiengeselischaft, Vienna 8.00 syndicate or other agreements
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Risk Report

{25) Global risk management Bank Austria identifies, measures, monitors and manages all risks of the Bank Austria

Creditanstalt Group and works closely with the risk control and risk management units of
HypoVereinsbank.

Bank Austria divides the monitoring and controlling processes associated with risk con-

trolling and risk management into the following categories:

market risk

credit risk

i

tiquidity risk

operational risk

business risk

risks arising from the bank’s own real estate portfolic and

risks arising from the bank's equity interests

The Managing Board determines the risk ‘po!icy and approves the principles of risk con-
trolling and risk management, the establishment of limits for all relevant risks, and the risk

control procedures.

In performing these tasks, the Managing Board is supperted by specific committees and

independent risk controlling and risk management units.

MARALCO is responsible for the management of balance-sheeat structure positions and
controls market risk arising from the trading books. This commitiee also establishes the
framework and limits for banking subsidiaries. Credit risk is assessed by the credit committee
and by the country risk committee. The task of the newly established Sales ALM unit is to

. coordinate risk control between sales units and overall bank management.

The “Market Risk Management and ALCO Support”, “Profit Measure‘ment ~ Trading”,
"Credit Risk Methods and Instruments” and “Operationa! and Group Risk” departments are
in charge of developing and implementing the methods of risk measurement; further improv-
ing and refining the measurement and control instruments; complying with the refevant mini-
mum reguirements applicable to trading activities; developing and maintaining manuals; as
well as reporting on the Bank Austria Creditanstalt Groug's risk profile in an independent and

neutral manner.

Credit risk is managed for the Bank Austria Creditanstalt Group as a whole, and across all
types of products and customer groups, by the Managing Board member responsible for risk

management.

Since the beginning of 2001, the Bank Austria Creditanstalt Group has applied the princi-
ple of dual management and control. Under this principle, both regufatory capital and eco-
nomic capital are expected to yield a specific return, The target returns for both measures of
capital have been defined with a view to achieving a return on equity after taxes of 15% in
the long term. While the amount of regulatary capital is derived from the relevant rules of the

Austrian Banking Act, ecanomic capita! is intended to reflect the bank's specific risk profile in
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" a comprehensive aid more consistentway: With. the exception of liquidity risk, ‘economic capi-

tal is calculated using uniform vaiue-at-risk methods across alt types of risk. For this purpose,
unexpected losses over a period of one year are calculated with a confidence level of 9%.
Risk capital is part of the annual budgeting process and complements the garnings and cost

budgets.

The Bank Austria Creditanstalt Group is included in the risk monitoring and risk manage-
ment system of the entire HVB Group, and comprehensive and consolidated HVB risk figures
are calculated, periodically. This ensures uniform risk management across the entire HVB

Group.

At Bank Austria, market risk management encompasses the recognition, measurement,
monitoring and management of all market risks resulting from the banking business. The
processes and methods used for defining and reviewing limits as well as measuring risks

associated with trading activities have been summarised in a market risk management manual.

Over the past few years, the value-at-risk (VAR) method has generally became the accepied
method of measuring market risk. This method was introduced throughout Bank Austria on
a Group-wide basis aknd has replaced or supplemented the former limit systems. Value at risk
represent.s the potential loss which might arise from & trading book and is determined by the
statistically expected cha'nges in market parameters.

Bank Austria uses a self-developed modsl and takes a variance-covariance approach. Daily
risk measurement is based on two standard deviations and a one-day helding period. Using

this method, possible losses arising from the trading books are no larger, with a probability of

+ -87.5%, than the amount of value at risk.

As at 31 December 2001, value at risk for our trading books was as follows:

L Gank Augrie AG Beak Austfe Growp |
Exchange rate risk €70m €6.9m
Equity position risk €1.1m €1.2m
Interest rate position risk €61 m €54m

From 1 January 1998 onwards, the internal model of risk measurement has additionally
been used for the purpose of determining the capital resources required to be held pursuant
to the Second Amendmeant to the Austrian Banking Act (implementation of the Capital Ade-
guecy Directive). Under this mode!, value at risk has also been calculated for a two-week hold-
ing perioc. This calculation takes into account the quantitative standards required by law and
by the Austrian Federal Ministry of Finance {one-sided confidence level of 99%, multiplier 3,
average for the past 60 business days, add-on in the amaunt of the specific position risk); the
multiplier of 3 was confirmed by the Austrian National Bank in an expert opinion issued

pursuant to Section 26b of the Austrian Banking Act.
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Market risks and
asset/liability management

Based on the application~ of the internal model and other ¢apital requirements for the trad-

~ ing book and for the open foreign exchange positicn, the overall requirement as at year-end for

the Bank Austria group of credit institutions pursuant to the Austrian Banking Act is € 399 m
(2000: € 365 m). Available Tier 3 capital is thus used to the extent of only about 22%.

In addition to the VAR limits - and depending on the type of business ~ gamma, vega,
volume, position and basis-point-value limits as well as stop-loss limits are set. The limits are
set according to the level of risk tolerance defined in respect of the budgeted profit compo-

nents.

Within Banik Austria, the reliability and accuracy of the internal model is monitored by daily
back-testing comparing the value-at-risk amounts with the actually observed fluctuations in
market parameters and in the total value of the trading books. The results of back-testing

have so far continued to confirm the accuracy and reliabitity of the model.

During the 2001 financia! year,.back-testing revealed only one excess, which means that
the model continues to be well within the green zone under the Austrian Banking Act and the

Bass! regulatory quidelines. -

Value-at-risk calculations in the trading sector are complemented by various stress scenarios
1o identify the potential effects on the Group's earnings of stressful market conditions for
which there is only a low probability. The assumptions made under such stress scenarios

include extreme movements in prices or rates and & dramatic deterioration in market liguidity,

The current stress scenarios of Bank Austria — broken down into the three major risk

categories — show the following levels:

r (Fierest rEres Edhenae rates ]
Developed countries +/- 60 bp O H15% +/-20-30%
Emerging countries +/-500 bp *1-30% +/-40-50%

New Economy equities n.a. n.a. +[-30-40%

In the interest rate sector, tests are carried out to simulate a straightforward parallel shift,

a turnaround in the yield curve, and a strong long-term increase in money market rates.

Bank Austria uses a separate procedure to evaluate market risks resulting from the general
structure of the balance sheet and from the decisions of the asset/liability management
committee (MARALCO). MARALCC ensures the management of balance-sheet structure posi-
tions- through money market and capital market transactions. Bank Austria’s profit centres are
released from any market risk through & matched funds transfer pricing system applied
throughout the Group. Splitting net interest incame into & terms-related contribution allo-
cated to the business divisions and & contribution from maturity transformation creates the
basic conditions for uniform centralised management of all market risks by MARALCO.
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Given the special significance and complexity of domestic customer business, market risks
resulting from the banking book positions are also regularly analysed by means of simulations
of net interest income volatility. In addition to various interest rate scenarios and the business
velume gs.at the reporting date, these simulations are also based on assumptions regarding
new business, demand behaviour and generél>dev'e‘|opmenfs' affecting margins in those
market segments which are of ‘greatest importance to Bank Austria. By modelling trends in
net interest income over the projection period, the bank can thus make calculations of the
maximum risk potential and forecast developments. In this way, the bank can identify risks in
this area at an early stage and take appropriate measures. Additionally, the value-at-risk
method is used 1o analysa the banking book.

A comprehensive analysis of the Group's interest rate risk as at 31 December 2001

showed the following interest rate sensitivities, defined as the effects of an interest rate
increase of ane basis point (0.01%) on interest-bearing assets and liabilities.

"Qther positions” involve interest rate risk arising from lending and deposits business and
from MARALCO activities,

mE . et MR, L FORR D, ... .. DERERRS....... ... I yeerke. . Byecamte . . ToE
- . % ARORER 3. ERERS wiygeer " Byeas ‘%@Cy@aﬁg ’
£uro Other positions - 11,987 76,630 - 519,577 33,216 ~ 980,941 . =1,402,659
Euro Trading portfolio -22,053 ~ 39,078 - 128,186 322,316 - 129,075 3,924
US dollar Other positions - 686 ~39,832 ~ 138,604 - 378,615 71,899 - 484,466
US dollar Trading-portfclio - 11,812 4,361 - 466,191 547,874 ~-129,171 - 54,939
Swiss franc Other positions 10,664 24,270 - 114,002 - 88,451 - 22,399 - 189,918
Swiss franc Trading portfolio - 167 6,003 - 6.633 17,760 - 17,551 e 12,678
Paund sterling ~ Other positions 4,854 10,094 - 159,263 219 - 475 T 144,571
Pound sterling  Trading portfelio 197 5,171 - 557 - 18,335 - 25,144 - 38,668
Palish zloty QOther positions ~70 -2,728 -23,100 - 31,824 - 2,435 - 60,157
Polish zloty Trading portfolio -2777 1,848 16,289 ~ 72,107 8,241 - 43,506
Czech crown Other positions 5,783 -2,854 - 13172 5,460 - 46,527 -~ 51,350
Czechcrown  Trading portfolic - 657 1,062 10,905 - 24,634 12,840 - 484
Yen Other positions 12,240 810 ~ 48,222 131 814 - 34,027
Yen Trading portfolio -3,187 2,932 ~ 5,406 69,994 - 73,975 -9,642
Slovak crown  Other positions 559 - 413 - 1,367 - 5,997 -3,026 -10,244
Slovak crown  Trading portfolio 5 103 2,428 -743 42 2,081
Hungarian forint Other positions 1,849 ~2,153 - 69 9,795 - 9,422
Hungarian forint Trading portfalic -2 ~ 1,093 - 178 -10,413 - 215 -12,190
Other Other positions 1,432 -3,125 - 31,415 1,630 2 - 30,757
Other Trading portfolio 91 - 493 -6,220 17,533 - 11,532 ~ 621
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Credit/counterparty risk

In 2001, the operating environment for lending business was marked by three main
topics:
~ preparations for the new capital adequacy framework under the New Basel Capital Accord
~ integration of the Bank Austria Creditanstalt Group into the HVB Group
~ preparations for the merger of Bank Austria AG and Creditanstalt AG

These topics were also reflected in organisational arrangements and basic rules for the

lending business.

As the rules were regularly reviewed in the fight of recent developments in the area of
“risk assessment” (New Basel Capital Accord), credit approval authority rules were redefined.

Credit approvat-authority is exclusively granted to experienced credit risk managers.

The units serving customers regularly review loan exposures for thair risk content and-sub-

mit them to the credit riSk management unit for approval.

In each case, new transactions are approved, and existing exposures involving credit risk
are reviewed, in line with the two-signatures principle; as a rule, the second person. involved
is a credit risk management officer. Primary responsibility for risk, i.e. the primary assessment

of credit risk, rests with the unit serving customers. Secondary responsibility for risk rests with

- a risk management unit which is separate from the units serving customers; secondary

responsibility for risk comprises mainly the secondary assessment of credit risk and approval

of credit applications.

To pay more attention to the industry aspect of lending decisions, central credit depart-

ments are replaced by Senior Risk Manager teams who are responsible for specific sectors.

____ The Credit Committee’is an efficient group enabling quick individual Yending decisions, At

the same time, at Supervisory Board level,.individual lending decisions have been transferred
to the Supervisory Board's credit committee and loan portfolic reports have been expanded

in order to enable the Supervisory Board to concentrate on strategic considerations.

Special attention is also given to reviewing and managing bad and doubtful debt. As soon
as early warning signals appear, bad and doubtful debt is dealt with by specially trained staff.
In this context, special accounts managers have specific authority to deal with problem cases.
An exposure is classified as bad or doubtful if, in view of the borrower’s financial position and

of the security provided, a loss of principal and/or interest may be expected.

The integration project of HVB and Bank Austria Creditanstalt is also reflected in the basic
rules for lending business. In line with HvB Graup standards, general lending principles are
now based-on- the organisational structure of the corporate divisions (Corporate Customers,
Private Customers and Professionafs, Real Estate Customers, etc.). Process changes prepared
as part of the merger project of Bank Austria and Creditanstalt have also been incorporated

in the general rules.
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In the area of crédit/counterparty risk, Bank Austria has made an essential step towards
meeting its objective of managing the Group's credit portfolic on the basis of risk-adjusted
return. The approach to credit risk control has been further developed and considerably
refined at the individual-loan and portfolio levels. In particular, this includes the implementation
of the management parameters (“expected loss” and “unexpected loss”) in the new contri-
bution margin calculation system for indivigual cusiomers and individuzl transacticns in the
lending business. This management instrument has been adjusted to the HVB Group

standards.

Credit/counterparty risk is defined as the probability of incurring a financial less resulting
from a borrower's/counterparty’s inability to meet its obligations. This comprises counterparty

risk, international transfer risk and settlement risk.

Credit/counterparty risk is analysed for the classic banking products ~ such as loans and
commitments to lend — and for products in the trading book &s well as derivative financial
instruments. Bank Austria gives special attention ta risks on (O7C) Cerivatives contracts with

a view to limiting the future potential default risk on such contracts.

In line with the risk-oriented management system of the Bank Austria Creditanstait-Group,
credit transactions are analysed with a two-dimensional risk approach: on the one hand, the
expected loss resulting from an event of default is calculated; on the other hand, unexpected
loss and economic capital are determined on an individual loan basis, taking account of
portfolio effects. Expected loss is the average annual loss rate, based on historical empirical

T ee—data; resulting-from-events. of default. It is calculated by multiplying the loss probability by
oo . ...the credit equivalent and the loss rate. Unexpected loss is @ measure of the annual fluctua-
“Yions of actial lozn losses around e&pected*)“o-s’s. In {he management system;-the-loss -~ % L R
expected in the Jending business is reflected in standard risk costs, while unexpected loss is
takan account of through the allocation of economic capitat. As mentioned above, measures
were taken to create the methodological and technical framewerk required to implement this
approach throughout the Bank Austria Creditanstalt Group. Starting from 2002, expected loss
and unexpected toss (eccnomic capital for credit/counterparty risk) in domestic business with
corporate and retail customers are allocated at individual customer fevel. in this way, lending

business will increasingly be m‘anaged on the basis of risk/return considerations.

Refined rating instruments calibrated by defauit probability have been designed and
implemented to support this control system and to optimise risk assessment. Activities in this
area focused on refining the application of the new rating system for corporate customers in
Austria (development of a monitoring tool), implementing a credit rating system for Central
and East European companies, and completing a model for small and medium-sized busi-
nesses and independent professionals. These rating models provide a basis for quantifying

loan default risk in the form of loss probabilities.
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{36) Operational risk

In line with these new rating systems, credit analysis is based on both guantitative criteria,
such as financial statements, and qualitative factors taking into account the possible future
development of a company. If the borrower is a member of a group, the group will also be

analysed.

The rating scale applied by HVB and the Bank Austria Creditanstalt Group has been stand-
ardised. This common master scale is being introduced throughout the entire Group. It ¢an
be translated into the previously used rating categories and into external rating scales. An
empirical loss probability has been determined for each rating category of this scale, exclu-
sively based on the customer’s creditworthiness. Security is additionally taken into account in
determining the expected Joss. This means that there is a strict separation between the
evaluation of creditworthiness and security,

A gquantitative madel to determine credit risk for the Group’s entire portfolio has been
implemented in Bank Austria. This credit portfolio model is used to identify and, if necessary,
reduce risk concentrations as well as measuring correlations within the portfolio with a view
to diversifying risk. In addition, economic capital can also be calculated by using this medel.
This will supplement the allocation of regulatory capital with a capital allocation method
based on risk-adjusted return. The resuits of this calculation are now also used for contribu-
tion margin calculations and for a newly developed risk-adjusted pricing system.

At the same time, through this work on refining and further developing the methods of
credit risk management, Bank Austria is preparing for possible changes in banking super-
vision guidelines, which are currently under consideration with a view to more pracisely

differentiating between capital requirements for different credit risks and recognising internal

. rating systems for supervisory purposes (New Basel Capital Accord).

In 2001, Bank Austria made a detailed analysis of the proposed rew capital adequacy

framework and identifies the most important points on which action is. required. A separate

project focusing on the New Basel Capital Accord will-be started to initiate and implement

these measures.

In 2001, the Operational and Group Risk department concenirated on creating the quali-

tative and quantitative framework for risk measurement and risk management. in this con-

" text, attention focused on early identification and implementation of trends resuiting from

the Basel consultation process for operational risk.

As in HypoVereinshank, operational risk is defined as the risk of unexpected losses due to
human error, flawed management processes, natural and other disasters, technological
failures, and changes in the external environment (event risk). For example, in the future,
IT systern failures, damage to property, processing errors or fraud should be subject to
accurate and consolidated risk measurement and management, on which the calculation of

risk capital and process improvements will be based.
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Efforts focused on building up and further developing an Intranet application for opera-
tional risk. The basic idea is to develop the Intranet solution into a central communication
platform used for obtaining sector-specific loss data and quality sceres as well as providing
consistent information to the various divisions and the Managing Board. Modules for decen-
tralised data collection and the questionnaires for regular control self-assessment in
Bank Austria have already been completed. The prototype of the reporting module will
include the report an information supplied and refevant early indicators. This will meet the
requirement of involving all decision-makers and divisions in the risk management process in

an efficient way.

independently of the selected risk measurement approach, the build-up of & data base
using internal information on historical loss experience will provide an important tool to
quantify operationa! risk. In this connection, comprehensive datz hava been available since
1 January 2002, providing the quantitative basis — in terms of length of data history ~ for the

application of advanced measurement methods to determine capital requirements.

Loss data are collected, and flawed processes are addressed, in close coordination and
cooperation with other units including internal audit, compliance, the legal department, the
insurance sector as well as payments processing and settlement units. Also to be considered
is tne fact that Bank Austria has atways taken numerous measures in the various divisions to
manage and reduce operational risk. Examples are data security measures, measures to
ensure the confidentiality and integrity of stored data, access authorisation systems, the two-
signatures principle, and a large number of monitoring and control processes as well as staff

training programmes.

- - Itis necessanyto use external l0ss data to complement internal data. Therefore Bank Austria, - = R RISy
together with HypoVereinsbank, intends to actively participate in loss data consortia which

are in the process of being formed.

The use of guestionnaire-based control self-assessment (CSA) to ascertain control and pro-
cess quality will be extended to the Bank Austria Creditanstalt Group. Work on widening the
~ scope of CSA to include a-larger-number-of sector-specific questions will be completed
together with HVB and will thus form the basis of regular self-assessment in the future. o
'n 2002, activities in the area of operational risk wiil focus on
- further sensitising all units of the Bank Austria Creditanstalt Group 10 issues concerning
operational risk,

invalving Bank Austria’s principal subsidiaries in the Intranet-based reporting system,
- continuing work on a risk management model based on the New Basel Capital Accord and
capable of meeting the required standards,

- developing scenario analyses for corporate divisions and subsidiaries,

analysing insurance solutions regarding operationg risk,
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{37) Pending legal risks At the balance sheet date it was not yet possible for Bank Austria to determine whether
an autflow of funds would occur, and if so, whether such outflow weuld exceed the provi-

sions already made, in connection with the following pending proceedings:

EU competition proceedings
Interest rate adjustment clauses and rounding rules

Consumer protection under General Business Conditions

(38) Credit risk The net charge for losses on lcans and advances was € 703 m, As a result of structural
' changes in the Group, this figure is not directly comparable with the figure published in the
previcus year. For the purposes of comparison in the table below, the figures for 2000 have

been restated on a pro-forma basis 10 reflect the Group’s target structure.

P B - " o

Business segment

Domastic Private Customers and Professionals -9 ~97
Domestic Corporate Customers -492 - 295
International Markets — Domestic Operatians - 5
CEE - 119 - 110
Asset Management - -
Other -1 - 144
BANK AUSTRIA CREDITANSTALT GROUP - 703 - 641

(——

The unexpected detericration in the global ecanomic environment affected major busi-

CenEe o a -+ ness segments. Bank Austria, as market leader in Austria, felt the impact of the economic
‘ siowdawn experienced by all EU countries, The increase in the provisioning charge in Austria
reflects not only the increase in insolvencies, but also the special effects of large insclvencies.

Cauntry-specific developments in CEE — in particular, changes in economic conditions in

Poland ~ also had an impact on the net charge for losses on loans and advances.
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The activity levels of the Bank Austria Creditanstalt Group in derivative instruments are {39} Financial derivatives
shown in the table "Total volume of outstanding financial derivative transactions”. As at
31 December 2001, the notional amounts of financial derivative transactions, broken down by

product category, totalled € 634,902 m. Positive market values reached a total of €6,554 m.

Total volume of outstanding financial derivative transactions of the Bank Austria Creditanstalt Group

" as at 31 December 2001 L L Banldng and ivacing beelk |
| €m e o Nedens)ameouns S Positive 39 Bee 2060 of winidy: of Wikl |
REE—— = <lyenr  G=Syehn sSwews Bl vels  meieiveus Gesh ;
TOTAL 415,953 159,103 59,846 634,902 6,554 6,391 106,297 528,605
of which: OTC products 251,951 159,103 59,846 470,900 6,554 6,351 106,297 364,603
of which: exchange-traded products 164,002 - - 164,002 ~ - s - -164,002
A. Interest rate contracts 347,238 143,036 55,519 545,793 4,754 4,315 93,580 . 452,214
QOTC products: 183,306 143,036 55,518 381,861 4,754 4,315 93,580 288,282
Forward rate agreements 40,568 4,628 - 45,196 40 15 9,747 35,449
Single-currency swaps 132,635 105,853 51,322 289,810 4,440 3,903 76,366 213,445
Interest rate options bought 3,536 17,237 2,058 22,831 270 363 3,570~ 18,261
Interest rate options sold 6,409 14,410 2,062 22,881 - - +3,897 - 18,984
Other interest rate contracts 158 908 77 1,143 4 34 = . 1,143
Exchange-traded products: . 163,932 ~ - 163,932 - - oo +.163,932
Interest rate futures 1,351 - - 1,351 - - L= 1,351
Options an interest rate futures 162,581 - - 162,581 - - Con= 0 1162,581
B. Foreign exchange contracts 68,274 14,675 3,909 86,858 1,754 2,060 12,624 74,234
OTC products: 68,274 14,675 3,909 86,858 1,754 2,060 12,624 74,234
Forward foreign exchange transactions 38,735 551 - 39,286 859 1,481 1.078 38,208
Cross-currency swaps 2,083 13,626 3,909 16,618 634 383 11,546 8,072
- _ Currency options bought 11,588 283 . - 11,851 281, 198 - 11,851
Currency options sold 15,868 . 235 -~ 16,103 - - -~ 16,103
Other foreign exchange cantracts - - - - ~ - - -
Exchange-traded praducts: - - - - ~ - - -
Currency futures - - ~ - - - - - :
Options on currency futures - - ~ - - - - -
C. Securities-related transactions 441 1,392 418 2,251 46 16 94 2,158
OTC products: n 1,382 418 2,181 46 16 94 2,088
Securities swaps - 82 - 82 - - - 82
Equity options bought 34 156 10 200 - 12 - 200
Equity options sold 29 146 408 583 - - - 583
Other securities-related contracts 308 1,008 - 1,316 46 4 94 1,223
Exchange-traded products: 70 - - 70 - - - 70
Equity and equity index futures g - - ¢ - - - 9
Equity and equity index opiions 61 - - 61 - - - 61
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{40) Comfort letters for
subsidiaries

The breakdown of transactions by remaining period to maturity and the classification of
instruments as interest rate, foreign exchange and securities-related contracts follow inter-

national recommendations.

Derivatives are aver-the-counter (OTC) contracts, concluded directly with the counter-
parties, or exchange-traded contracts. Mast of the OTC business volume refates to interbank
trading, customer-induced trading activities are also increasing. Bank Austria is a business
partner in derivatives and structured transactions for international and local banks as well as

instituticnal and corporate customers.

QTC trading accounted for the major part of business volume, with a focus on interest
rate contracts. Activity in exchange-traded contracts concentrates on interest rate and secu-

rities-related contracts, comprising futures, ferwards and options.

For portfolio management and risk rhanagement purposes, contracts aré valued at current
prices usirﬁg: recqgnié@d and tested models. Market values show the contract values as at the
balance sheet date; positive market values indicate the potential default risk arising from the
relevant acii\'ity. Market values expressed as a proportion of activity levels move within the

the international standard range.

Qverall activity in dér\‘vatives increased by 40%. As business relations were intensified, the
number of interbank customers rose to 170, resulting in an order volume of about 1,000
transactions perAda’y.'CEE risks {spot, forward, swap) were combined, making a substantial
contribution to further expanding the Emerging Markets sector. Bank Austria is now among

the top three business partners in this sector.

In the Money Market sector, the number of transactions.in avernight index swaps (EONIA,; .

~TOIS, OIS) rose in the second half of the year. The reason for this is increased use of these

products in proprietary trading. Futures and options on futures were increasingly used to

hedge on-balance sheet deposits business.

Volumes and activities in interest rate derivatives were significantly expanded. Market
activities in PLN, CZK, SKK and HUF were significantly increased and business volume in the

area of cross-currency swaps in these currencies rose.

Efforts to intensify business in structured products continued 10 be very successful. Busi-
ness volume was further expanded in close cooperation with HVB from the middle of the

reporting year.

Bank Austria AG ensures, within the scope of its ownership interest and except for the

event of political risk, that the following companies can meet their contractual obligations:
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~ BANKPRIVAT AG, Vienna 1) Banks in Austria
~ Bank Austria Handelshank Aktiengesellschaft, Vienna

- Bank Austria Treuhand GmbH, Vienna

- Bank Austria Creditanstalt Wohnbaubank AG, Vienna

- Creditanstalt AG, Vienna

- SKWB Schoellerbank Aktiengesellscnaft, Vienna

- JSCB HVB Bank Ukraine, Kiev 2) Banks abroad
- Bank Przemysiowo-Handlowy PBK 5.A., Krakéw *)

‘HVB Bank Czech Republic a.s., Prague

HVB Bank Slovakia a.s., Bratislava
HVB Bank Hungaria Rt., Budapest
HVB Bank Romania S.A., Bucharest
- HVB Bank Bulgaria ED4, Scfia

HVB Bank Yugoslavia A.D., Belgrade
HVB Bank Croatia d.d., Zagreb

BA CAd.d, Ljubljana

HVB Jelzelogbank Rt., Budapest
HVB Bank Hipoteczny S.A., Warsaw

4

i

t

{

Bank Austria Creditanstalt Leasing GmbH, Vienna 3) Financial services companies
in Austria

i

*) In addition, a complementary letter of comfart is available from HVB up to the HVB Group's
gqpity interest.

information reguired under Austrian law
Legal basis of consolidated financial statements preparad in accordance with international: {41) Legal basis under v

Accounting Standards {1AS) in Austria: pursuant to the Austrian Consolidated Financial State-  Austrian law |

ments Act as published in the Federal Law Gazette BGBI No. 49/1999 of 26 March 1899, a new

Section 5%a was introduced to the Austrian Banking Act. Under Section 59z, a bank preparing

consolidated financial statements in accordance with internaticnally accepted accounting prin-

ciples is exempted from the obligation to prepare consolidated financial statements pursuant .

10 the Austrian Banking Act. To qualify for such exemption, consolidated financial statements

must be consistent with the rules contained in Council Directive 86/635/EEC on the annual

accounts and consolidated accounts of banks and other financial institutions, and meet the

requirements of Section 245a (1) items 2 to S and (2) of the Austrian Commercial Code.

The auditors must certify that these requirements are met, and “the auditors’ report shall
report on the findings of the audit of the consclidated financial statements, and of the man-
agemenst report of the Group, in a manner which is at least equivalent to that required by
Section 274 (1) to (4) of the Austrian Commercial Code”.
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e ) ) IASs are internationally accepted accounting principies and the auditors heve certified that
7 tﬁe, réquirerﬁénts of Section 59a of the Austrian Banking Act have been met. Thus the 2001
consolidated financial statements of Bank Austria AG in accordance with IAS meet the legal

requirements applicable in Austria.

Pursuant to Section 58a of the Austrian Banking Act in conjunction with Section 3G of the
Austrian Banking Act, the superordinate credit institution having its registered office in
Austria must prepare consolidated financial statements. Therefore the consolidated financial
statements contained in this annual report have been prepared from the perspective of

Bank Austria AG, Vienna, as superordinate domestic credit institution.

A complete list of equity interests of Bank Austria AG is given in the notes to the com-

pany's separate financial statements,

{42) Shareholders’ equity of Shareholders' equity is composed of paid-in capital (nominal capital plus capital reserves)
Bank Austria ‘ of Bank Austria AG, the Group’s parent company, and earned capital-(retained earnings of
the Group plus consolidated net income),

As Bank Austria AG pays dividends on the basis of Austrian law, only part of the share-
holders’ equity calculated pursuant to the Austrian Commercial Code and the Austrian
Banking Act is available for distribution: accumulated profit, free revenue reserve, and capita)
reserve not subject to legal restrictions. For 2001, 2 maximum amount of € 173.1 m {2000:
€ 288 m) was available for distributian,

{43) Employees in 2001 and 2000, the Bank Austria Group employed the following average numbers of

staff (the employees of the Bank Przemystowo-Handlowy PBK Group, Poland, are not included LR

in the average number for 2000 because the Group was only consolidated at the end of
2000; in the reporting year, the average full-time equivalent of staff in Poland was over
14,500, Other additions 1o staff numbers, primarily in the CEE area, resulted from the merger
of units of HVB and Bank Austria which previously operated separately).

Employees*
1 ‘
TREE 206 2000 |
Salaried staff 31,727 16,866
Other employees 261 305
TOTAL 32,018 17171
of which: in Austria 13,562 13,290
of which: abroad 18,456 3,881

*) average man-years of staff emplioyed in Bank Austria, excluding apprentices and employees on
unpaid maternity or paternity leave
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The list of members of the Managing Board and of the Superviscry Board of Bank Austria  (44) Information on members
AG is given on pages 10 and 11 of this annual report. . of the Managing Board,
- the Supervisory Board and
the Employees’ Council of
Bank Austria AG
Expenses for severance

Severance payments and pensions include allocations to and reversals of the provision far
pensions and severance payments. In the reporting year, allocations and payments inic a pen-
sion fund for members of the Managing Board, senior executives and their surviving depend-
ants totzlled € 5.9 m (2000: € 4.9 m); allocations and payments into a pension fund for other payments and pensions

employess and their surviving dependants amounted to € 111.3 m (2000: € 82.6 m).

The emoluments of 11 members of the Managing Board in the 2001 business year totalled Emoluments of members of
€ 6.8 m (2000: € 7.5 m). Emoluments for activities on behalf of subsidiaries amounted to  Bank Austria AG’s Managing
£0.1 m as in the previous year, . Board and Supervisory Board

Payments to former members of the Managihg Board and their surviving dependants
totalled € 3.5 m (2000: € 3.6 m). Emoluments for activities on behalf of subsidiaries amounted
to € 0.01 m{(2000: €0.04 m).

The emoluments of members of the Supervisory Board' active in the 2007 business yaar .
totalled € 0.3 m (2000. € 0.5 m) for Bank Austria AG. In the reporting year, no emoluments
were paid for activities on behalf of subsidiaries (2000: € 0.02 m). Emoluments include direc-

tors' fees, annual bonuses, expense allowances and commissions.

As at the balance sheet date, no loans and advances were outstanding to members of the  Loans and advances to mem-
Managing Board (2000: €£0.1 m). bers of the Managing Board. . «..

Loans to members of the Supervisory Board amounted to € 0.53 m (2000: € 0.54 m). New and the Supervisory Board of

Bank Austria AG

loans amaunted to € 0.06 m, while repayments totalled € 0.04 m. Gther changes resulted
from the new composition of the Supervisory Board. Loans to the Supervisory Board include
those made to members of the Employees’ Council who are members of the Supervisory
Board. The maturities of the loans range from five to fifteen years. The rate of interest pay-

able on these loans is the rate charged to employees of Bank Austria AG.
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{45) Breakdown of securities

pursuant to the Austrian
Banking Act

The follewing table gives a breakdown of securities pursuant to Section €4 of the Austrian
Banking Act:

Bonds and other fixed-income securities 1,490 12,650 8,428 4,222 14,140 23,405
Shares and other varizble-yield securities 3,818 503 304 200 4,323 3,649
Equity interests 997 247 247 - 1,244 1,363
Shares in subsidiaries 1,024 16 16 - 1,040 1,245
TOTAL SECURITIES 7,330 13,417 8,995 4422 20,747 28,662

{48} Principal differences
hetween consolidated
“financial statements in
accordance with IAS and
consolidated financial
statements under Austrian
generally accepted
accounting principles

1) Objective and content of
financial statements in
accordance with [AS

The main differences between consotidated financial statements in accoraance with tAS -
and consolidated financial statements under Austrian generally accepted accounting prin-

ciples (Austrian Commercial Code / Austrian Banking Act) are as follows:

1) objective and content of financial statements in accordance with 1AS,

2) formats for the balance sheet and the income statement,

3) recognition and valuation principles,

4) group of companies 1o be consolidated,

5 accounting for deferred taxes,

6) different assumptions used in calculating staff costs arising from pensions and similar
obligations,

7) separation of minority interests held outside the Group from shareholders’ equity,

8) more extensive disclosure reqguirements in the notes.

The objective of financial statements in accordance with IAS is to provide structured infor-
mation about the financial position, performarce and changes in financial position of an

enterprise that is useful to a wide range of users in making economic decisions.

Under International Accounting Standards, this objective is met through timely, complete,
transparent and fair value-based reporting (see also the information in note 1 on the valuation
of financial instruments): determination of net income for the period on the accrual basis of
accounting; and a form of presentation that is in line with proper business management prin-
ciples. This enhances the internaticnal comiparability of financial statements in accordance with

1AS, as against financial statements prepared in conformity with local accounting standards.

A cash flow statement is an integra! part of financial statements prepared in accordance
with 1AS.

Dividend payments are not determined or restricted by consolidated financial statements
in accordance with 1AS. Profit distributions are always made on the basis of the separate finan-

cial statements, prepared in accordance with Jocal rules, of the company paying the dividend.
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Purely tax-induced values are not allowed in financial statements prepared in accordance
with 1AS. Tax effects are reflected in the tax expense for the pericd, including deferred taxes

{see 5 below), of the enzerprise.

The notes to the finaacial statements contain disclosures and explanations providing users
with relevant information and enabling them 1o properly assess the development of the

enterprise during the reporting period (see 8 below).

International Accounting Standards do not set out compulsory formats for the balance
sheet and the income statement. The IAS rules usually contain minimum requirements and
leave it to the reporting enterprises to find the formats best suited to the objectives and

purposes of presenting information.

An obvious difference between financial statements in accordance with IAS and those pur-
suant to the Austrian Banking Act is the compact vpresentation of the balance sheet and the
income statement, making {hem easier to read. This does not result in any foss of infermaticn
because the disclosure of numerous details, as well as additicnal breakdowns and explanatory
notes which are not given in respect of financial statements prepared pursuant 1o the Austrian
Commercial Code / Austrian Barking Ad, significantly increases the content of information
provided to users. Loan loss provisions are présented on the face cf the balance sheet, and
the net charge for losses on lcans and advances is disclosed in the income statement, in
addition to further details on credit risk given in the notes, All this provides a considerably
improved insight into the bank's credit risk policy.

- - Financial reporting under Austrian law is guided by the principles of prudence; especially
the principle of recognising possible losses but not anticipating possible gains. This principle
is not applicable under the 1AS rules.

Specific differences in individual items of the 2alance sheet and the income statement are
explained in the notes to these items. The valuation of financial instruments in accordance with

JAS 39, explained in note 1, differs from Austrian generally accepted accounting principles.

Al significant controlled companies must te consolidated in accordance with IAS. in contrast
to this, pursuant 1o Section 30 of the Austrian Banking Act, a contrailed credit institution which is
not material to the consclidated financial statements must alsc be consolidated. The provision of
Section 30 of the Austrian Banking Act which restricts the group of consclidated companies to
near-financial companies is not applied for the purposes of 1AS-based consciidated financial state-
ments. Financial companies which are not contrelied and in which the ultimate holding company

of the Group holds only &n indirect majority interest, are not consolidated in accordance with 1AS.

Compared with the group of companies to be consolidated under the Austrian Banking
Act rules, this leads to numerous differences, resulting from the non-inclusicn of several banks

and financial institutions because these are not material to the consolidated financial state-
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S} Accounting for deferred
taxes

6) Different assumptions used
in calculating staff costs
arising from pensions and
similar obligations

77 Minority interests held

outside the Group are not
part of shareholders’ equity

8) More extensive disclosures
required in the notes

ments, and from the inclusion of controlled real-estate subsidiaries and data-processing sub-
sidiaries of Bank Austria which meet the materiality critericn. The method used to account
for investments in companies in the consolidated financial statemants is described in the

section dealing with equity interests.

Under the 1AS rules, differences between 1ax bases and amcunts recognised in the bal-
ance sheet in accordance with 1AS, if these differences reverse in the future, require the
recognition of deferred tax assets or deferred tax liabilities, in the same way as the recognition
of current tax losses and tax losses carried forward from previous periads if such tax losses
may be expected ta be offset in future periods. In contrast to this, under the rules of the
Austrian Commercial Code, deferred taxes can arise only from timing differences tetween
accounting profit and taxable profit; only the net amount of deferred tax liabilities, if any,

must be recognised in_ihgbalance sheet.

The tax expense for the period thus comprises current tax payments made in the period

and changes in deferred tax assets and liabilities during the period.

Pension provision
The calculation of pension provisions pursuant 1o the Austrian Commercial Code is often
based on projected bepefit valuation methods. 1AS 19 requires the application of the projecied

unit credit method.

The discount rate chosen for discounting the projected benefit obligation under commer-

cial law is often the same &s that permitted for tax purposes. In accordance with IAS, the

" gistount rate is determined by reference to long-term maiket yields on ¢8rodrate Bonds or

* government bonds.

Moreover, future salary increases resuiting from career trends must be taken into account.
As the underlying assumptions used for calculation purposes differ, pension provisions set
up in accordance with 1AS 19 are as a rule significantly higher than those pursuant to
the Austrian Commercial Code. Post-employment benefits also include the provision for

severance payments.

in compliance with the IAS rules, interests in the capital of consolidated companies which
are not owned:-direetly or indirectly thr_oughksubsidiaries, by ‘the parent company are not shown-
as a sub-item within consolidated shareholders’ equity but as a separate balance sheet item.

For the purposes of improving comparability and achieving a fair presentation of the
financial position and performance, the IAS rules require detailed information and disclosures
to be given in the notes to the financial statements. Information to be presented as part of
financial statements in accordance with 1AS includes, for example, a statement of changes in

shareholders’ equity, segment reporting, and disclosures of the fair values of assets.
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institutions pursuant to Section 30 of the Austrian Banking Act as at the balance sheet date

of 2001 and 2000, as well as the various companents of Bank Austria's capital resources as

The following tables show the capital requirements for the Bank Austria group of credit

at the end of 2001 and 2000.

Capital resources and capital requirements

{47) Consolidated capital
resources and regulatory
capital requirements

Core capital {Tier 1) 4,380
Paid-in capital 829
Capital reserve 2172
Revenuereserve --—-—-— _ . . _ . . v 314 191
Reserve pursuant to Section 23 (6} of the Austrian Banking Act 1,453 1,441
Untaxed reserves 123 127
Differences on consolidation pursuant o Section 24 (2)
of the Austrian Banking Act 1,925*" 572
Fund for general banking risks - -
- Intangible assets -394 - 452
_Supplementary elements (Tier 2) 4,076 3,821
Undisclosed reserves - -
Supplementary capital 1,250 1,310
Participation capital - - s,
. Revaluation reserve 25 209 St
Subordinated capital 2,801 2,302 R
-Deductions - 354 - 481 RS
Net capital resources (Tier 1 and Tier 2) L 9,325 8,220
Assessment basis (banking book) {72,003 79,783
] ; i ! g
;Z;];g;js[{f ég(}/z 73 19/2 *) including that part of the accumulated
- - - profit which is not intended for distribution
Tier 3 ! - N 1,784 Lk **) including an untypically Jafge amount of-
Requirement for the trading book and for ’ minotity interests as at the balance sheet
open foreign exchange pasitions 399 365 date, resulting from the pending final
Requirement to be covered by Tier 3 399 365 technical transfers from HVB

Capital requirements of the Bank Austria group of credit institutions

pursuant to the Austrian Banking Act

S [Brees 2004
0% 37,008 .- -
10% 129 13 1
20% 11,477 2,295 184
50% 10,241 5121 410
100% 57,183 57,183 4,575
Investment certificates 1,177 341 27
‘ASSETS - TOTAL 112,215 64,953 5,197
Off-balance sheet positions 18,734 6,920 554
Special off-balance sheet positions 66,425 130 10
BANKING BOOK - TOTAL 202,374 72,003 5,761

196 ! Information required under Austrian law
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Concluding Remarks of the
Managing Board of Bank Austria

The Managing Board of Bank Austria has prepared the consolidated financial statements
as at 31 December 2001 in accordance with International Accounting Standards (IAS). These
" consolidated financial statements meet the lega! requirements for exemption from the
obligation to prepare consalidated financial statements under Austrian law and are consistent
with applicable EU rules.

The consclidated tinancial statements and the management report of the Group contain
all required disclosures; in particular, events of special significance which occurred after the
end of the financial year and other major circumstances that are significant for the future

development of tha Group have been appropriately explained.

Vienna, 11 March 2002

The Managing Board

Gerhard Randa
(Chairman)

(i

"~ .Karl Samstag Co-

- {(Deputy Chairman)
Wolfgang Haller Erich Hampel
l
Wilheim Hemetsberger Friedrich Kadrnoska
Jocherf-Michael Speek Franz Zwick|

Concluding Remarks of the Managing Board of Bank Austria




Report of the Auditors

We have audited the consclidated financial statements prepared by Bank Austria AG as
at 31 December 2001, which comprise the balance sheet at 31 December 2001, the income
- - -Statement, the cash flow statement, the statement of changes in shareholders’ equity, and
the notes for the financial year beginning on 1 January 2001 and ending on 31 December
2001, as well as the comparative figures for the previous year. The preparation and content
of the consolidated financial statements are the respansibifity of the Managing Board. Qur
responsibility is to express an opinion on the consolidated financial statements based on our
audit.

We conducted our audit in accordance with International Standards on Auditing (ISA)
issued by the International Federation of Accountants (IFAC). Those standards require that we
plan and perform the audit to obtain reasonable assurance about whether the consolidated
financial statements are free from material misstatement. An audit includes examining, on a
test basis, evidence supporting the amounts and disclosures in the consolidated financial

Sooeee - - -statements. Anoaudit also includes assessing the accounting policies applied and significant
estimates made by the Managing Board, as well as evaluating the cverall consolidated

—

financial statement presentation,

In our cpinion, the consolidated financial statements give a true and fair view of the finan-
cial position of the Group as at 31 December 2001 and of the results of its operations and
its cash flows for the financial year beginning on 1 January 2001 and ending on 31 Decem-

ber 2001 in accordance with Internaticnal Accounting Standards (JAS).

Pursuant 1o Austrian law (Section 59a of the Austrian Banking Act) it is our responsibility

to certify that the legal requirements for the preparation of consclidated financial statements

principles have been met, exempﬂng a company from the obligation to prepare consolicated '

financial statements pursuant to Austrian law. in this respect, we report as follows:

198 Repart of the Auditors

and a group management report in.accordance with internationally accepted accounting

Auditors’ report




© We certify that the consolidated financial statements and the management report of the
Groug are consistent with Council Directives 83/349/EEC and 86/635/EEC on consolidated
accounts (of banks). The required explanatory notes on accounting policies and consolidation
methods which differ from Austrian faw are contained, and the overall presentation of the
consolidatad financial statements and of the management regort of the Group is equivalent
to the presentation pursuant to the Austrian Commercial Code and the Austrian Banking Act.
Thus the legal requirements for the preparation of consolidated financial statements and a
group management report in accordance with internationally accepted accounting principles
have been met, exempting Bank Austria from the obligation to prepare consolidated finan-
cial statements pursuant to Austrian law. The managemerﬁ report of the Graup for 2001 is

consistent with the consolidated financial statements.

Vienna, 11 March 2002

Savings Bank Auditing Association
Auditing 8oard

Klaus Goschler Wolfgang Ried|

KPMG Austria GmbH
Wirtschattspriifungs- und Steuerberatungsgesellschaft

Gottwald Kranebitter-» Martin Wagner

Osterreichische Wirtschaftsberatung GmbH
Wirtschaftsprifungs- und Steuerberatungsgesellschaft

Philip Goth Harald Breit
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Report of the Supervisory Board

In the financial year, the Supervisory Board of Bank Austria Aktiengesellschaft held a total
of four meetings, its credit committee held six meetings, and the committee for the audit of

I _-_7__the_finan:ci,al_gtaggments and for the _prerpa_raitvion of thair adoption held one meeting. In addi-
© T “tion;severakbresolutions-were passed. by written. circular votas. The SubeNisory Board was
regularly informed by the bank’s Managing Board of the progress and status of the company.
In its meetings, the Supervisory Board performed all its duties as defined by the law and the

bye-laws.

Changes in the internal rules of the Supervisory Board, the credit committee and the
Managing Board were made to enhance their efficiency and their capacity ¢ act. Sgecial
reports focused on the status of the integration with HVB, corporate banking, retail banking,

the risk situation, risk management and the CEE (oan portfofio.

in the reporting period, the number of Supervisory Board members was reduced; as a
result, two members delegated by the Employess’ Council, Kornelia Urban and Heribert
Kruschik, left the Supervisory Board {on 16 January 2001). Eberhard Rauch resigned from the
Supervisory Board on 31 December 2001, Josef Kramhé&ller was appointed as new Deputy
Commissioner {with effect from 1 November 2001). The following Managing Board members
resigned from the Managing Board: Wolfram Littich {on 16 February 2001), Xai Werhahn-
Mees (on 31 March 2001) and Michael Mende! {(on 31 December 2001). The Supervisory
Board appointed Wilthelm Hemetsberger (with effect from 17 Februery 2001) and Jochen-
Michael Speek (with effect from 1 May 2001) as members of the Managing 30ard.

The accounting records, the financial statements for 2001 and the maragement report
were audited by the Auditing Board of the Savings Bank Auditing Asscciation, by KPMG Aus-
*tita GmbH Wirtschaftspriafungs- und Steuerberatungsgeselischaft and by Osterreichische -+ =" R
Wirtschaftsberatung GmbH Wirtschaftsprifungs- und Steuerberatungsgeseltschaft. As the
audit did not result in any objections and the legal requirements were fully complied with,

the auditors’ report was expressed without qualification.

The Supervisory Board has endorsed the findings of the audit, agrees with the financial
statements and the management report, including the proposal for the appropriation of
profits, presented by the Managing Board, and approves the 2001 financial statements of
Bank Austria Aktiengesellschaft, which are thereby adopted pursuant to Section 125 (2)

of the Austrian Joint Stock Companies Act.

The 2001 consolidated financial statements, including the notes, prepared in accordance
with International Accounting Standards (!AS) and the management report of the Group
were audited by the Auditing Board of the Savings Bank Auditing Association, by KPMG Aus-
tria GmbH Wirtschaftspriifungs- und Steuerberatungsgesellschaft and by Osterreichische
Wirtschaftsberatung GmbH Wirtschaftsprufungs- und Steuerberatungsgeselischaft. The audit
did not resuit in any objections and the iegal requirements were fully complied with, In the
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opinion of the auditors, the consolidated financiat statements give a true and fair view of the
financial position of the Group as at 31 December 2000 and as at 31 December 2001, and
of the results of its operations and its cash flows for the financial year beginning on 1 January
2000 and ending on 31 Decermber 2000, and for the financial year beginning on 1 January
2001 and ending on 31 December 2001, in accordance with International Accounting
Standards {1AS).

The auditors certify that the management report of the Group is consistent with the
consolidated financial statements and that the legal requirements for exemption from the

obligation to prepare consolidated financial statements pursuant to Austrian law are met.

The Supervisory Board hes endorsed the findings of the audit.

Vienna, 18 March 2002

The Supervisory Board

Albrecht SCHMIDT
Chairman of the Supervisory Board

Report of the Supervisory Board 201

——




- Glossary

Important concepts and terms used in this Annual Report are explained and defined

below.

- Companies which are controlled and significant are included in the group of consclidated
companies (see definition below).

- Financial companies which are not contrelled but significant, and in which significant influ-
ence can be exercised, are accounted for under the ecuity method (see definition below).

~ Investments in all cther companies are included in available-for-sale financiat assets (see

definition below).

This is the sum of assets, off-balance sheet positions and special off-balance sheet positions
related to the banking book and weighted by transaction/counterparty risk, calculated in

accordance with Austrian banking supervision rules, See also risk-weighted assets,
The Austrian Banking Act as smended.
The Austrian Commercial Code as amended.

This category includes financial instruments which are nejther loans and receivables origi-
nated by the enterprise (see definition below) nor held for trading (see definition below) nor
derivatives (see definition below) nor held-to-maturity financial instruments (see definition

oelow). For details on valuation principles, see note 1.

Branches, other business units providing direct customer services, and representative offices
of all financial companies in the Bank Austria Creditanstalt Group.

Capital resources comprise paid-in capital, earned capital as well as differences resulting from
capital consolidation and minority interests (= core capital / Tier 1), supplementary and
subordinated capital (supplementary elements / Tier 2) and re-classified Tier 2 capital (= Tier 3

capital).

These are companies in whose equity the reporting enterprise holds an interest of at least
20% but which are not controlled by the enterprise. Equity interests in such companies are
stated in the cansolidated balance sheet at the share of net assets. The share of profits or

losses s included in the consolidated income statement.

These are significant cantrolled companies whose assets, fiabilities, income and expenses are,

after eliminations, inciuded in the consolidated financial statements of Bank Austria.

Paid-in capital and reserves as well as differences arising on capital consolidation, less

intangible assets.
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Accounting for subsidiaries
and other equity interests

Assessment basis as defined
in the Austrian Banking Act

Austrian Banking Act
Austrian Commercial Code

Available-for-sale financial
assets

Business units of the
Bank Austria Creditanstalt
Group ‘

Capital resources

Companies accounted for
under the equity method

Consolidated companies |

Core capital (Tier 1)




Derivatives

Dividend per share

Earnings per share

Fair values

Held to maturity

Held for trading

Loans and receivables

originated by the enterprise

Net capital resources

Risk-weighted assets

ROA (return on assets)

ROE (return on equity)
before taxes

ROE (return on equity)
after taxes:

Tier 1 capital ratio

Financial instruments which are derived from underlying financial instruments traded in the
cash market (e.g. equities, bonds, foreign exchange); fluctuations in the price of a derivative
depend on (expected) fluctuations in the price of the underlying instrument,

The (proposed) dividend per share.

Consolidated net income divided by the average number of shares cutstanding.
For details on the method of calculation, see note 11.

Fair values are the amounts for which financia! instruments could have been exchanged
between knowledgeable, willing parties in an arm's length transaction at the balance sheet
date. If market prices are available from exchanges or other functioning markets, these are

stated as fair values.

Acquired financial instruments with a fixed maturity and fixed or determinable payments that

the enterprise has the intent and ability to hold to maturity. For detzils on valuation principlés‘

see note 1.

Financial instruments beld by the bank for the purpose of taking advantage of short-term

market fluctuations. For details on valuation principles, see note 1.

This category incluces loans in respect of which the bank provided money directly to the
borrower: the methoc of valuation of such loans remains unchanged compared with previous

years. See note 1.

In the capital resources table, net capital resources include only-Ties 1 and Tier 2 capital and

deductions. Net capital resources cover the capital requirement for the banking book {(solvency) and

are used as a regulatory measure for limiting large exposures and for cther regulatory standards.

Tier 3 capital can only be used to cover the regulatory capital requirement for the trading

book and for the open foreign exchange position.

The sum of assets, off-balance sheet positions and special off-balance sheet positions related to
the banking book and weighted by counterparty risk, calculated in accordance with Austrian

banking supervision rules. See also assessment basis as defined in the Austrian Banking Act.
Consolidated net income divided by average total assets.

Net income before taxes divided by average zllocated equity.

Consolidated net income divided by average shareholders’ equity.

Tier 1 capital divided by the assessment basis (with respect to the banking book).
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Additional Information

Income statement of the Bank Austria Creditanstalt Group
for 2001 and pro-forma presentation for 2000

Net interest income 2,672 ' 2,445
Losses on loans and advances 703 641
Net interest income after losses on loans and advances 1,969 1,804
Net fee and commission income 1,061 1,093
Net _trg_qmg result 261 236
General administrative expenses 2,773 ¢ 2,596
Balance of other operating income and expenses 34 -43
OPERATING PROFIT 552 - 494
Net income from investments : 187 | 376
Amortisation of goodwill 73 60
Balance of other income and expenses [ -10 -10
Profit from ordinary activities ‘ 655 800
Balance of extraordinary income and expenses ] - -
NET INCOME BEFORE TAXES ’ 655 800
Taxes on income L ~98 -229
Net income ‘ 557 571
: Minority interests * oE B 74 A
CONSOLIDATED NET INCOME 483 500
]

Key figures

Cost/income ratio 69.6%
Return on equity after taxes 10.2% t 11.0%
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Liahilities and shareholders’ equity

Balance sheet of the Bank Austria Creditanstalt Group
at 31 Dec. 2001 and pro-forma presentation at 31 Dec. 2000

Assets

Loans and advances to, and placements with, banks 42,596-1r 41,906
Loans and advances to customers 78,583 79,886
- Loan loss provisions -3,425 -2,830
Trading assets 13,735 9,350
Investments 17,819 20,004
Intangible assets | 1,085 1,108
Property and equipment l 1,308 1,746
Other assets | 4,508 1,669
TOTAL ASSETS | 159,597 155,010
L

Amounts owed to banks B N 48,352 | 50,453
Amounts owed to customers ’ 59,962 55,6577 7
Liabilities evidenced by certificates 23,186 28,139
Provisions 3,251 | 2,943
Other liabilities 11,542 | 7.012
Subordinated capital 7,232 5,190
Minority interests 1,196 1,123
Shareholders’ equity 4,875 4,494
TOTAL LIABILITIES AND SHAREHOLDERS' EQUITY 159,597 | 155,010

Additiona! Information
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Bank Austria Creditanstalt Group Offices

Head Cffice
Customer service centres

A-1030 Vienna, Vordere Zollamtsstrasse 13
Tel.: (+43 1) 711 91-0

Fax: (+43 1) 711 91-586 155

Internet: http://www, bankaustria.com

e-mail: inter.contact@bankaustria.com

A-1010 Vienna, Am Hof 2
Tel.: (~43 1) 711 391-Q

A-1010 Vienna, Schottengasse 6
Tel.: (+43 1} 531 31-0

Fax: (+42 1) 531 31-47 566

Internet: http://www.creditanstalt.co.at
e-mail: info@creditanstalt.co.at

Regional offices in Vienna
Private Customers
and Prefessionals

City Centre
A-1010 Vienna, Schottengasse 6-8
Tel.: (+43 1) 531 31-0

Central
A-1040 Vienna, Frankenberggasse 13
Tel.. (+43 1) 505 05 91-0

North/East
A-1210 Vienna, Schwaigergasse 30
Tel.: (+43 1) 277 52-0

South/West
A-1120 Vienna, Krichbaumgasse 33
Tel.. (+43 1) 711 910

Regional aoffices in Vienna
Corporate Customers

City Centre
A-1010 Vienna, Am Hof 2
Tel.. (+43 1) 711 91-0

Institutional Customers
A-1Q010 Vienna, Renngasse 6
Tel.: (+43 1) 711 91-0

North
A-1020 Vienna, Negeriegasse 10
Tel.: (+42 1) 711 91-0

South
A-1010 Vienna, Schubertring 14
Tel.. (+43 1} 514 51-0

West
A-1120 Vienna, Schonbrunner Strasse 222-228
Tel.: (+43 1) 711 91-0

Regional offices in the
federal provinces

of Ausiria

Privale Customers

and Professionals

Carinthia/East Tyrol
A-9500 Villach, Hans-Gasser-Platz 8
Tal.: (+43 4242) 2022-0

Lower Austria South/Burgeniand
A-2700 Wr. Neustadt, Kollenitschgasse 1
Tel.: (443 2622) 301-0

Lower Austria West
A-3100 St. Pditen, Julius-Raab-Promenade 27
Tel.: (+43 2742) 399-0

Styria
A-8010 Graz, Am Eisernen Tor 1
Tel.: (+43 316) 8043-0

Tyrol/Vararlberg
A-6020 Innsbruck, Maria Theresienstrasse 36
Tel.: {(+43 512) 5300-0

Upper Austria/Salzburg
A-4021 Linz, Am Hauptplatz 27
Tel.: {(+43 732) 7661-0

-.Regional offices in the
federal provinces
of Austria
Corporate Customers

Carinthia . .
A-9020 Klzgenfurt, Neuver Platz 7/2
Tel.. (+43 463) 5844-0

Lower Austria/Burgenland
A-3100 St. Pélten, Kremsnergasse 39
Tel.; (+43 2742) 390-0

Salzburg
A-5027 Salzburg, Rainerstrasse 2
Tel.: {+43 €62) 8688-0

Styria
A-8010 Graz, Am Eisernen Tor 1
Tel.: (+43 316) 8043-0

Tyrol . . .. .
A-6020 Innsoruck, ‘viuseumstrasse 20
Tel: {(+43 512) 5353-0

Upper Austria
A-4021 Linz, Johann-Konrad-Vogel-Strasse 7-9
Tel.: (+43 732) 7630-0

Vorarlberg
A-6900 Bregenz, Rathausstrasse 6
Tel.: {(+43 5574) 402-0

" Branches

Amstetten, Angern, Arnoldstein, Auersthal,
Bad Bleiberg, Bad Sauerbrunn, Baden,
Biudenz, Bregenz, Bruck/Mur, Bruckneudorf,
Brunn/Gebirge, Deutschkreutz, Deutsch
Wagram, Dornbirn, Drobollach, Eberndorf,
Eisenkappel, Eisenstadt, Feistritz/Drau,
Feldkirch, Fohnsdorf, Firnitz, Gansarndorf,
Garsten, Gmind (2}, Gols, Graz (8), Griffen,
GroB-Enzersdorf, GroBpetersdorf, Gumpolds-
kirchen, Guntramsdorf, Hallein, Hausleiten,
Heidenreichstein, Hinterbrlht, Horn, Innsbruck
(3), Judenburg, Kapfenberg, Klagenfurt (2),
Klosterneuburg (3), Knittelfeld, Kohfidisch,
Krems, Kufstein, Leoben, Leopoldsdorf im
Marchfeld, Lienz, Linz (5), Marchegg, Maria

Enzersdorf, Mattersburg, Matzen, Mauerbach,
Mistelbach, Médling (2), Murdorf, Neudérfl/
Leitha, Neunkirchen, Neuzeug, Niederfella-
brunn, Notsch/Gailtal, Obdach, Oberpullen-
dorf, Oberschiitzen, Obenwart, Orth/Donau,
Perchtoldsdorf, Pdls, Pressbaum, Purkersdorf,
Radenthein, Ried/Innkreis, Riezlern, Salzburg
{3), Schrems, Schwaz, Schwechat, Sierning,
Spillern, Spittal/Drau, Stegersbach, Steyr (5), -
Stockerau, Strasshof, St. Potten (4), Traun,
Tulln, Untersiebenbrunn, Veiden, Villach {8),
Vacklabruck, Vélkermarkt, Vésendorf (2),
Waidhofen/Ybbs, Weiz, Wels, Vienna (130},
Vienna International Airport, Wolfsberg,
Weérgl, Wr. Neudorf, Wr. Neustadt, Zell/See.
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Adria Bank AG
A-1010 Vienna, Tegetthoffstrasse 1
Tel: {+43 1) 514 09-0

Asset Management GmbH
-1020 Vienna, Obere Donaustrasse 19
Tel: (+43 1) 331 47-0

Bank Austria

Creditanstalt Leasing GmbH
A-1040 Vienna, Operngasse 21

Tel.: (+43 1) 588 08-0

Internet: http./Awww.leasaustria.com

{Offices in Vienna, Dornbirn, Graz, Innsbruck, Linz,
Salzburg and Villach; subsidiaries in Croatia, the
Czech Repubiic, Germany, Hungary, italy, Poland,
Slovakia and Slovenia as well as a representative
office in Romania)

Bank Austria Creditanstalt
Immobilienagentur GmbH

A-1030 Vienna, Rennweg 46-50
Tel: (+43 1) 711 91-53629

. Bank Austria Handelsbank AG

A-1015 Vienna, Operngasse 6
Tel: (+43 1) 514 40-C

Bank Austria Treuhand GmbH
A-1020 Vienna, Qbere Donaustrasse 18
Tel: (+43 1) 331 71-0

Internet: http://www.ba-treuhand.at
Bank Austria

Creditanstalt Wohnbaubank AG
A-1020 Vienna, Obere Donaustrasse 19
Tel: (+43 1) 331 47-5601
BANKPRIVAT AG

A-1010 Vienna, Hohenstaufengasse 6
Tel: (+43 1) 537 40-0

Internet: htip.//vwww.bankprivat.com
CAIB

Corporate Finance Beratungs GmbH

“A-1090 Vienna, Julivs-Tandler-Platz 3

Tel: (+43 1) 588 84-0
Internet: http://www.ca-ib.com
CAPITAL INVEST GmbH

-1020 Vienna, Cbere Donaustrasse 19
Tel: (+43 1) 331 73-0
Internet: http://waww.capitalinvest.at
DOMUS FACILITY MANAGEMENT GmbH
A-1010 Vienna, Nibelungengasse 15
Tek (+43 1)-254 00-0.
internet: http/Awww.domus-fm.at
Immobilien Rating GmbH
A-1020 Vienna, Lassallestrasse 5
Tel: (+43 1) 217 17-0
Internet: hitp://www.it-austria.com
Informations-Technologie
Austria GmbH
A-1020 Vienna, Lassallestrasse 5
Tel: (+43 1) 217 17-0
Internet: http/Awww.it-ausiria.com

“AirPlus” Air Travel Card VertnebsgmbH
A-1041 Vienna, Rainergasse 1

Tel: (+43 1) 501 35-0

Internet: http://www.zirplus.at

AWT Internationale Handels und
Finanzierungs AG

A-1010 Vienna, Hohenstaufengasse 6
Tel: {+43 1) 531 31-43250

internet: http/nww.awt.at

(subsidiaries in Croatia, Germany, Hungary,
Macedonia, Serbia, Slovakia and Ukraine)

CA Bau-Finanzierungsberatung GmbH
A-1030 Vienna, Rennweg 46-50

Tel: {+43 13711 81-0

Internet; http://www . cabfh.at

CA Versicherung AG

A-1011 Vienna, Gonzagagasse 16

Tel: (+43 1) 531 45-0

Internet: http:.//www.ca-versicherung.at
FactorBank AG

A-1041 Vienna, Floragasse 7

Tel: {(+43 1) 506 78-0

Internet: http//www.factorbank.com

M.A.l.L. Finanzberatung GmbH
A-1010 Vienna, Zelinkagasse 2

Tel: (+43 1) 536 36-0

Internet: http://www.mailfinanz.com
Osterreichische Hotel- und
Tourismusbank GmbH

A-1010 Vienna, Parkring 123

Tel: (+43 1} 515 30-0

internet: hitp//www.oeht.at
Osterreichisches Verkehrsbiiro AG
A-1200 Vienna, Dresdner Strasse 81-85
Tel: (+43 1) 588 00-0

Internet: http://mww verkehrsbuero.at
RINGTURM
Kapitalanlagegesellschaft m.b.H. -
A-1010 Vienna, Schottenring 30

Tet: (+43 1) 535 54 18

Internet: http:/Avww.ringturm.at

SKWB Schoellerbank AG

A-1010 Vienna, Renngasse 1-3

Tel: (+43 1) 534 71-0

{nternet: http://www.skwbschoellerbank.at
Union Versicherungs-AG

A-1010 Vienna, Schottenring 30

Tel: (+43 1) 313 83-0

Internet: hitp://mwww.union.at
VISA-SERVICE Kreditkarten AG
A-1030 Vienna, Invalidenstrasse 2

Tel: {(+43 1) 711 11-0

Internet: http://www.visa.at

WAVE Solutions Information
Technology GmbH

A-1090 Vienna, Nordbergstrasse 13

Tel: (+43 1) 717 30-0

Internet; http://www.wave-solutions.com

207




CA |IB Corporate Finance Beratungs
Ges.m.b.H.

(business units in Bulgaria, Croatia, the Czech
Republic, Hungary, Poland, Romania, Slovakia,
Slovenia, Ukraine and the United Kingdom;
representative offices in Italy, Lithuania, Turkey,
Yugoslavia)

Julius Tandler-Platz 3

A-1090 Vienna

Tel.: (+43 1) 71191-82715

Internet: hito://www.ca-ib.com

Central eand Eastern
Europe

Bosnia and Herzegovina
HVB Banka Bosnia i Hercegovina
Representative Office

Fra Andela Zvizdovica Str. 1
Tower A, 15th Floor

BiH-71000 Sarajevo

Tel.: (+387) 33 2508-00

Bulgaria

HVB Bank Bulgaria EAD
Rakovski Str. 80
BG-1000 Sofia

Tel.r (#3539 2) 83201 00

Croatia

HV8 Bank Croatia d.d.
Jurisiceva 2

HR-10000 Zagreb

Tel.: (+385 1) 48 00 777
internet: http:/Avww.hvb hr

(branches in Dubrovnik, Rijeka, Split, Zadar,
Zagreb)

Czech Republic

HVB Bank Czech Republic a.s.
Nam. Republiky 3a

CZ-11000 Praha 1

Tel.; (+4202) 2111 2111

. Internet: http:/Avww.ba-ca.cz L.

(branches in Brno, Ceské Budéjovice, Chomutoy,
Hradec Krélové, Jihlava, Karlovy Vary, Liberec,
Miad4 Boleslav, Novy Bor, Clomouc, Ostrava,
Pardubice, Plzef, Prague, Usti nad Labem, Zlin)

Hungary

HVB Bank Hungary Rt.

Akadémia utca 17

H-1054 Budapest

Tel.: (+36 1) 2690 812

internet: http:/Awww.hvb.hu

(branches in Békéscsaba, Budadrs, Budapest,
Debrecen, Eger, Gydr, Kecskemét, Kaposvar,
Miskole, Mosonmagyarovar, Nyiregyhaza, Pécs,
Sopron, Szeged, Székesfehérvar, Szolnok,
Szombathely, Tatabanya, Térokbalint, veszprém,
Zzlaegerszeg)

Poland
Bank Przemysfowo-Handlowy PBK S.A,
Al Pokoju 1
PL-31-548 Krakéw
Tel.: (+48 12) 618 68 88
(+48 12)422 33 33
internet: http://www. bphpbk.pl

(629 branches throughout Poland)

Romania

HVB Bank Romania S.A.
37, Strada Dr. Grigore Mora
RC-71278 Buguresti1

Tel.: {+40 1) 203 2222
Internet: htipi/Awww taca.ro

(branches in Bucharest and Timigoara)

Russia

International Moscow Bank*
9, Prechisterskaya Embankment
RU-Moscow 119034

Tel.: (+7-095) 258 7258

(branches in Moscow, Ekaterinburg, Perm,
St Petersburg, Vladivostok)

* under management responsibility of HVB

Slovakia

HVB Bank Slovakia a.s.
Mostova 6

SK-814 16 Bratislava

Tel.: (+421 2) 5989 1111
Internet: http//www.hvb-bank.sk

{branches in Bansk& Bystrica, Bratislava, Kodice,
Nitra, Poprad, Trentm Trnava, Zilina)

Slovenia

SI-100Q Ljubljana
Tel.: (+386 1) 5876 600
Internet: htto//imww.ba-ca.si

(branches in Koper, Ljubljana, Maribor,
Murska Sobota)

Ukraine

J5CB HVB Bank Ukraine*
14-A Yaroslaviv val
UA-01034 Kyiv

Tel.: (+380 44) 230 33 00

* under management responsibility of HVB

Yugosfavia

HVB Banka Jugoslavija a.d.
Rajiceva 27-29

YU-11000 Beograd

Tel.: (+381) 11-3204 500
Internet: http://www.hvb.co.yu
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Western Eurcope

London

Zeynep Adalan

Head of A/CEE Desk

HypoVereinsbank

41, Moorgate

London EC2R EPP

Tel.: (+44 20) 7573-8720

Fax: (+44 20) 7573-8792

e-mail:

zeynep.adalan@europe hypovereinsbank.com

Paris

A/CEE Desk: N.N. - current contact:
Sebastian Erich

Director Corporate Banking
HypoVerginsbank Paris Branch

34, rue Pasquier

75008 Paris

Tel.: (+33 1)43 12 14 49

Fax: (+331)4312 14323

e-mail:
sebastian.erich@europe.hypovereinsbank.com

Milan

Hans-Peter Tiefenbacher
Representative of BACA
HypoVereinsbank Milan Branch
Via Larga, 9

20122 Milano

Tel: {(+3902) 58 43 18 21

Fax: (+3902) 58 30 06 11
e-mail:
hanspeter.tiefenbacher@dmz.ba-ca.com
Mobile: 0039 33 /52 23 482

Madrid

ingmar Schatz

Head of A/CEE Desk
(Delegado de BACA)

Banco Fopular

Veldzquez, 34

28001 Madrid

Tel.: (+3491) 520 71 92

Fax: (+34 91) 577 69 28
e-mail: ischatz@bancopopular.es
or:

Banco Inversién

P de Recoletos, n°® 3-52 Planta
28004 Macrid

Tel.: (+34 91) 595 02 83
Fax.(+34 81) 531 37 70

America

New York

. Helmut Kratky

Head of A/CEE Desk

HypoVereinsbank

150 East 42nd Street

New York, NY 10017-4679

Tel.: {+1 212) 672-5851

Fax: (+1 212} 672-5529

e-mail: HelmutKratky@hvbamericas.com

Asia

Beijing

Peter Faistauer

Chief Representative

Bank Austria AG
Representative Office Beijing
1605 Landmark Tower 1

8 North Dongsanhuan Road |
Beijing 100004 China

(BACA organisation unit 9480}
Tel.: (+86 10) 6590 0546 or 0548
Fax: (+86 10) 6590 0547
e-mail: bacabjg@sw2Z.com.cn
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